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Were abolished the 


restaurant chech room lip 


AGAIN STATLER HOTELS PIONEER 


* Think of it! No more tips to check room attendants 
at our public restaurants. We’ve banned these gratui- 


ties... for once and for all. 

This check room toll-taking has been part and 
parcel of hotel usage for decades past. It has a/ways 
annoyed us. We have felt that it was an imposition 
on our dining room patrons and have continually tried 
to limit it. Now in Statler Hotels it’s over. . . finished. 
Attendants at the check rooms of our public restau- 
rants will not expect...and cannot accept...a tip. 
We know you will approve...and applaud... this reform 
and cooperate with us in making it fully effective. 

These hotels have always tried to smooth the hotel 
patron’s way. They were the first to bar gratuity- 
soliciting attendants in washrooms, the first to reduce 
news stand and cigar stand prices to street store scales. 
They were the first to introduce most of the features 
of the modern hotel. 

You remember, of course... that it was the Statler 
Hotels that pioneered practically all the conveniences 
and comforts you demand today ...a private bath 
with every room, free radio reception, etc., etc. The 
list of these Statler innovations is long... and is 
constantly being added to, as our spirit of service 
marches on, 
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By diversifying your 
stock buying you cre- 
ate a reserve strength 
in your holdings. In 
the event of depression 
in one stock the others 
will not necessarily be 
affected. 


That is why we advo- 
cate buying ten shares 
of stock in ten different 
industries rather than 
one hundred shares in 
one stock. 


Our booklet explains 
the many advantages 
of buying Odd Lots. 


Ask for Booklet M.W. 562 
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New Set | nod Suita 


39 Broadway New York 
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To the President of a 
Dividend-Paying Corporation:— 


notices in The of Wall Street? 


You will reach the greatest number of 
potential Stockholders of record at the 
time when they are perusing our maga- 
zine, seeking sound securities to add to 
their holdings. 

By keeping ‘hem informed of your divi- 
dend action, you create maximum 
amount of good will for your Company, 
which will result in wide diversification 
of your securities amrong these influential 
investors. 


Place The Magastne of Wall Street on the 
blications carrying 


list of pu your next divi- 
dend notice! 


Why should you publish ur dividend 
Magazine 
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Interpreting Current Financial 


NNUAL statements from lead- 
ing corporations are currently 
appearing in large numbers. 


Properly read, they reveal a graphic | 


sory of corporate management under 
the most adverse conditions in modern 
history. Their store of information, 
however, will be of value to the in- 
vestor in appraising his present or pros- 
pective holdings only if he employs a 
new technique in examining the vari- 
ous figures in the balance sheet and 
eaming statements. The old methods 
of making a number of earnings com- 
parisons with the year earlier, or the 
average for the five previous years, have 
been rendered obsolete by three years 
of depression and the consequent opera- 
tion of corporations on an entirely new 
base. The majority of corporate state- 
ments will show losses for 1932 and 
the conservative investor should care- 
fully analyze each figure in the balance 
sheet and the income account with the 
question: “Can this company survive 
without reorganization on a continu- 
ance of its present low earning power 
and volume of business?” running 
through his mind. Several clues to the 
answer will be found in the balance 
sheet, 

In the case of railroads and public 
utilities the funded debt item should 
be examined to ascertain whether any 


Statements 


early maturities may prove burdensome 
relative to the position of current 
assets. A number of industrial units 
also have heavy bonded debts and con- 
siderable thought should be given to 
the ability to refund any of these issues 
which may fall due in the early future. 

Another important item to be 
watched in the balance sheet is the 
amount paid out in dividends where 
the company operated at an actual cash 
loss. A number of corporations fol- 
lowed this policy in 1932, although 
there is justification for this practice 
where an extremely large cash surplus 
existed. However, there is the possi- 
bility that managerial enthusiasm re- 
sulted in unearned dividend payments 
that have weakened the financial posi- 
tion where the company did not possess 
a sizable cash surplus. ; 

Bank loan figures, if any, should be 
compared with the amount outstanding 
at the beginning of the year for a test 
of the strength of the corporation and 
the efficiency of its management. 
Where an increase is shown it should 
be noted whether it was due to the 
clearing up of other debts or because 
of excessive production. On the other 
hand it should be noted whether the 
corporation had lowered its bank 
loans through a reduction of inven- 
tories and receivables, or at the expense 


of a severe drain on its quick assets. 

Net working capital will indicate 
whether corporations reporting cash 
losses last year will be in a position to 
continue operations for a prolonged 
period with lack of earning power. 
This item also will show whether the 
company is in a strong competitive 
position to take advantage of any ex- 
pansion in sales. The ability of a cor- 
poration to collect its outstanding debts 
and reduce inventories is a highly 
favorable sign. The working capital 
figure should be broken down into its 
component parts for obviously the mere 
ratio figures tells the investor little, and 
it will pay to see just what makes up 
the current assets with attention cen- 
tered on the accounts receivable and 
inventory items. Sound corporate 
practice forbids continually high inven- 
tories and large amounts receivable. 

While the avoidance of an actual 
cash loss from 1932 operations is en- 
couraging and may indicate that the 
company is in a position to show sizable 
earning power with an increase in busi- 
ness, the prudent investor will not as- 
sume that this increase in business is 
around the corner, but will analyze the 
balance sheet to determine first whether 
the company is in financial condition to 
withstand a further period of de- 
pressed business volume. 
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. » « To Invest Successfully in 1933 
You Must Act on Facts . . . 


To give you immediately the status of the various industries and th 
situation of each individual company as well as an analysis of the economic 
and business outlook,— 


THE MAGAZINE OF WALL STREET 


Offers Its Eleventh Annual 


MANUAL 


A Year Book of Financial, Industrial, Security and Economic Faces 








A most complete'and helpful Manual prepared in a unique style that save 


oor ie Gen cea cone ake you time and yet gives you complete information on every important 
Business and Investment Plans. industry and security 
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Complete Statistical Records—plus one hundred tables and charts illustrat- 
e ing basic conditions in important industries and fully detailed tables giving 
leading companies’ earnings over a period of years. 


Factual The financial position of all leading companies showing the ratio of assets 
to liabilities, the net working capital, etc., will be included. This is a very 
anc valuable feature in view of prevailing conditions. 


. Interpretation and Forecast—Practically every company of importance 
Interpretive whether listed or unlisted is included. While the data gives the investor a 
complete record of their growth or decline, our interpretation and forecast 

€ will give him the benefit of our expert judgment in analyzing these corpo- 
rations and their trend during 1933. Among other important features:— 


COMPLETE STATISTICAL RECORDS . . DOMESTIC TRADE AND BUSINESS .. 


Analysis of the Stock Market for 1932 with 1933 Analysis of. the Business Situation from the Standpoint 
Outlook. By the Industrial and Security Experts of of Recent Events and Prospective Trend. 


: -—Prospective trend of money and credit. 

The Magazine of Wall Street. —Review and forecast of commodity prices. 
Earnings base for 1933 of all leading companies. i merece bal an cre age 2. sone trend for 1988. 
—-Dividend changes and prospects. Trend of foreign trade for 1933. 

Stock market prices 1931-1932. 
-Over-the-Counter prices, SECURITIES. . 


Curb market prices. ‘ ‘ . Bs 
3 Years Earning Record—Present Financial Position. 
BONDS .. Illustrated with Charts and. Tables. 
= ame ~~ l 
—Review and forecast of bond market for 1932-1933. ey ee rs 
—Bond market prices for 1932. —Food and Packing —Leather —Oil —Shipping 
—Foreign bonds. -—Chain Stores —Machinery —Tires —Tobacco 
—Listed and Unlisted bonds. —Mail Order —Textiles —Paper —Radio and 
—Curb bonds. ; Automobiles —Mining —Sugar —Communication 


The clarity and simplicity with which we present all data and interpretive comment will give you a clear and accutate 
picture,—not only of the position of the individual corporation, but of the industry of which it is a component part. 
material will enable you to map out your investment course during 1933. It will tell you which securities to discard and 
which to hold—and enable you to build a sound investment foundation. 


This valuable volume will be sent FREE, providing you send in your subscrip- 
tion to The Magazine of Wall Street for one year, using Special Coupon below. 


Mail This Coupon Today 
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90 Broad Street, New York, N. Y. 
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The Trend of Events 


—Progress on the Debt Problem 
—Passing of Lame’ Ducks 
—U. S. in the Power Business? 
—Credit Deflation Goes On 
—New Troubles for Oil 

—The Market Prospect 


PROGRESS ON THE HE United States has 
DEBT PROBLEM invited the United 

Kingdom to send a dele- 
gation to Washington to discuss debt revision. Similar 
invitations are being sent to the other countries which 
met their payments on December 15. But there seems 
to be no implied ban on negotiation with France and 
other countries which defaulted. Wéith praiseworthy 
co-operation between the outgoing and incoming ad- 
ministrations, the handling of negotiations is being left 
entirely to Mr. Roosevelt. 

So far as press reports reveal the background it is 
indicated that Mr. Roosevelt does not contemplate mere 
courtesy conferences, but is prepared to face realities 
and extract the utmost national advantage from our 
creditor position, consistent with whatever reduction of 
the debts or rearrangement of them may be indicated 
in the general interests of world economy. In fact 


he is insisting that debt revision must be considered in 
company with other relations between the United 
States and the debtor nations. In the case of Great 
Britain these would include the question of monetary 
standards and the incidence of imperial tariff prefer- 
ences on the United States. 

In one way the debtor nations have the advantage 
in a trading conference, for it seems well established 
that in the last resort others will follow the example 
of France, not excepting Britain. On the other hand, 
no. nation, especially a great nation, cares to have a 
record of outright repudiation permanently established 
against it. The debtor nations are primarily consider- 
ing their own selfish interests in urging revision or can- 
cellation of the debts. We must not forget our in- 
terests when listening to their appeals. We must 
always remember that if they do not pay our tax payers 
must. 


ee 


PASSING OF HE amendment to the Federal 
LAME DUCKS Constitution bringing a newly- 
elected Congress into office and 
session on January 3 and the President on January 20, 
following election, has gone over the top. At present 
more than four months elapse before a new President 
comes into office, and more than a year before a new 
Congress routinely takes hold, although it is in office 
on March 4, like the President. 
The celerity with which the states have ratified the 
Norris Amendment shows that it is possible for our 
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cumbrous political machinery to act promptly, once the 
people are convinced of the necessity of change in the 
organic law. 

The inepetitude of the present session of a lame- 
duck Congress—a Congress that remains in power after 
it has been repudiated by the voters—is proof enough 
of the need of the reform. So also, with the helpless- 
ness of the hold-over President. Vitally important 
legislation, even that of a routine character, is being 
held up—and that in an exceptionally critical period. 
Thanks to extra-legal co-operation between the incom- 
ing and the outgoing President the interregnum is hav- 
ing a minimum of adverse effect on our foreign rela- 
tions, but internal affairs are allowed to drift at a time 
when action is imperatively required. With the de- 
parture of lame-duck Presidents and Congresses our 
whole legislative and administrative system will enjoy 
improved locomotion. 


_—_ 


LTHOUGH 
President-elect 
Roosevelt's at- 

titude on public utilities has been well-known, the en- 
thusiasm with which he has publicly joined Senator 
George W. Norris in reviving the much-agitated plan 
for governmental operation of Muscle Shoals and for 
a vast expansion of that power and nitrate project can 
scarcely fail to arouse certain misgivings. In the light 
of practical experience, the intelligent citizen has scant 
reason to pin much faith in governmental ventures of 
this kind. Since they are so directly and permanently 
bound up with our essentially clumsy system of politics, 
his scepticism is well founded. What private investor, 
observing Congress, would trust it with the direction 
of a vast industrial enterprise? With the Federal 
budget seriously out of balance and the national debt 
steadily increasing, how much longer will our poli- 
ticians consider gambling huge sums of public money 
on what cannot be characterized as other than hazard- 
ous investments? It is one thing to produce power, but 
another to distribute it profitably. Let us know more 
of the Muscle Shoals plan before we leap into it. How 
much will it cost? Where will a profitable number of 
consumers be found? 


UNITED STATES IN 
THE POWER BUSINESS? 


—, 


CREDIT DEFLATION 
GOES ON 


EHIND moderate im- 
provement and _ in- 
creased stability in 

business and the security markets, as compared with the 
low point of last summer, the fires of deflation still 

smoulder, stubbornly resisting all attack. Bank credit 
at fantastically low rates is freely available to and 
actively in demand by the United States Government. 

A large section of business could get credit at fair rates, 

but does not need it; the rest cannot get it on any 

terms. Despite the “easy money” program of the 

Federal Reserve System, designed both to check credit 

deflation and to encourage expansion, the banks con- 

tinue to liquidate. The evidence of the last six months 
suggests tha: this process may be comipleted’ without 
further serious relapse either in business or the financial 


markets, but while it goes on there is little reason to 
expect broad and active recovery. It is perhaps not 
generally realized that the liquidation of bank loans 
and investments during the last year was at the fastest 
rate of the depression. As of September 30, total loans 
and investments of member banks of the Reserve Sys- 
tem, constituting 40 per cent of all American banks, 
were approximately 28 billions, a decline of 15 per cent 
in a single year and of 30 per cent since December 31, 
1929. The decrease in loans amounted to 23 per cent 
for the year ended September 30. Since that date 
there has been a further shrinkage at little changed 
rate. The weekly reports of member banks in lead- 
ing cities (approximately. 450 banks in 100 cities) 
showed their loans at a new depression low of slightly 
more than 10 billions on December 28. Out of each 
$1 of deposits in member banks, more than 22 cents 
is now invested in United States Government securities, 
against 11 cents two years ago. Until Federal finances 
are put in order and excessive governmental borrowing 
is halted, it is unlikely that present banking policy will 
be altered. 
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ERITABLY, petroleum 
V is a troublous indus 
try! Early in 1932 it 
appeared that the problem of excessive crude production 
had been brought under reasonably effective control 
through proration under the varying laws of the chief 
producing states. Prices began to advance from the for- 
mer abnormally low level. Various companies began 
once more to report profits. On the evidence there 
was no reason to dispute a widespread conviction that 
the industry had won the distinction of being the first 
to turn from depression to recovery. Now it begins 
to appear, however, that prorating production under 
present laws may be as Utopian as attempting to con- 
trol human nature. As not infrequently happens, 
higher prices—the goal of the proration movement— 
proved their own undoing. The further the mark-up 
went, the greater the production, regardless of legal 
restrictions. Foreseeing the result, several major com- 
panies last autumn declined to go along in the final ad- 
vance. Their fears have now been justified and prices 
have turned from advance to sharp decline. It may 
be that in the long run price itself is the only effective 
regulator. Such it will be, at any rate, until we amend 
the present anti-trust laws and deal with this national 
problem in a national way. Meanwhile those who 
have assumed commitments in oil stocks during the 
past year may well consider the choice between long 
holding for ultimate recovery or switching to an in- 
dustry whose prospect is less beclouded. 


NEW TROUBLES 
FOR OIL 


—_ 


UR most recent investment 
() advice will be found in the 
discussion of the prospec: 
tive trend of the market on page 418. The counsel 


THE MARKET 
PROSPECT 


embodied in this feature should be considered in con- 


nection with all investment suggestions elsewhere in 
this issue. Monday, January 30, 1933. 
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S the winds and rains of adversity erase the paint 
and dissolve the stucco with which we deceived 
ourselves in the “new era” we are compelled to face 
structural defects of the edifice of business. And it is not 
without its encouraging implications for the future that 
we are facing them frankly and with less attempt at evasion 
or palliation than a year or two ago. Today there are many 
signs that the business world is admitting the faults it once 
denied and taking steps to correct them. 

When, two or three years ago, the Federal Trade Com- 
mission began to expose the delinquencies of some of the 
utility companies it was not taken seriously. Not so today. 
The utilities although not advertising past errors are never- 
theless admitting them through the medium of a sponta- 
neous reform. Here is the case of the National Electric 
Light Association. Once it was the bold champion of the 
proposition that even if the utilities wére capable of wrong- 
doing their conduct—particular and collective—was always 
exemplary. Now it has given way to another and avow- 
edly better institution, devoted not only to expunging the 
errancies of the industry but also to the corrective dis- 
ciplining of its members. 

Other corporation builders who once boasted of the 
soundness of their towering capital structures have been 
forced by the demands of heavy fixed charges and reduced 
income to consider pulling down a few stories of their top- 
heavy corporate buildings. Where this cannot be accom- 
plished privately, receivership impends. Hence the grow- 
ing demand for a salutory revision of 
the bankruptcy laws—and from pres- 
ent prospects the demand will be met 
by the most important Federal legis- 
lation since the formation of the 
R. F.C. If official assistance in re- 
organization is granted under the new 
law, the corporation or individual in 
distress will not necessarily be de- 
prived of all his assets, and continued 
economic existence will thereby be 
made possible, probably to the greater 
ultimate advantage of the creditors. 

The stock exchanges are cleaning 
house both through a sterner disciplin- 
ary attitude toward mal-practors, as 
witnessed recently in New York, and 
by institution of more stringent regula- 
tions. The recent action of the New 
York Stock Exchange in requiring in- 
dependent audits of the accounts of all 
Corporations applying for new listings; 
and the suggestion that this order may 
soon be extended to all corporations 
whose securities are listed on the New 
York Stock Exchange is a. heartening 
development. There is a growing 
and wholesome recognition of the 
tights of the security owners to more 
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protection and more complete and frequent information. 

The sorry Kreuger & Toll episode is causing no little 
self-examination in many investment banking houses and 
inspiring a will to reform. Revelations of the liberal resort 
to extravagant sales propaganda, and even to bribery in 
the case of certain loan flotations, are resulting in much 
house cleaning and firm resolves to function in the future 
with less protestations and more substance of fidelity. 

Aside from correcting the ethical lapses of the past, a 
plain facing of reality is leading to numerous necessary 
adjustments. There is for example a widespread tendency 
to reduce mortgage interest rates and to eliminate the tra- 
ditional renewal commission. Further concessions in ad- 
justing unsupportable mortgage debts will be made volun- 
tarily, or forced by the scenes which are currently taking 
place at foreclosure sales in the farm sections of the West. 

It is apparent that the recognition of error and the in- 
stitution of reform is not confined entirely to the business 
world. Although the process of reducing national expendi- 
tures is discouragingly slow thus far in Washington, local 
and state governmental bodies are everywhere operating on 
taxation excrescences with vigor, despite the pain. Extrava- 
gances of public expenditures are being brought into line 
with everything else. 

Going further afield, we find beneficial results of ad- 
versity everywhere in the contacts of our daily life. 
There is a noticeable amelioration of personal relations. 
Stripped of the arrogance of easy prosperity men and 
women on the whole are more sympa- 
thetic and more helpful to each other 
than ever before. People are recogniz- 
ing and meeting their social and public 
obligations. Active interest in govern- 
mental and social institutions waxes. 
Everybody's business tends again to be- 
come each one’s business. 

While we are losing material values 
we are making spiritual values. An 
appreciation of the latter in a financial 
magazine may seem rather unconven- 
tional. But even at the risk of an im- 
plication of sentimentalism I am tempted 
to say that as a result of the corrective 
treatment business is now experiencing, 
we shall have in the future not only 
more and safer enjoyment of our 
possessions, but even more of them. In 
the long run, the efficiency as well as 
the permanence of the economic struc- 
ture, in view of the complex modern 
interdependence of groups and individ- 
uals, depends upon confidence rooted 
in good faith. There is no pious assur- 
ance that the good and just will pros- 
per, but assuredly no important busi- 
ness structure lacking in public fidelity 
can long endure. 
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meager business progress? 





Will the market continue to ignore political uncertainties and 


Extension of the present narrow range of price fluctuations 
steadily adds to the technical foundation for ultimate advance. 


How Far Can This Market Go? 


By A. T. MiLver 


S marked by a succession of days with a turnover 
A ranging between 500,000 and 900,000 shares, spec- 

ulative interest in the stock market at this writing 
has fallen to the lowest ebb since last summer. There is 
little or no public participation worthy of notice and for 
the time being such floor traders and other professionals 
as are willing to have a try at testing out the line of least 
technical resistance do so with tentative hope rather than 
apparent conviction. 

This period of dullness and hesitation follows a week of 
reaction which cancelled approximately half of the advance 
established in the trading rally of late December and early 
January, thus apparently upholding the precedent of a 
normally inconclusive trend during the first few weeks of 
a new year. 


Poised Midway 


Since October 10, or during a period of nearly four 
months, there have been four minor rallies in the market 
and four minor declines. While the entire fluctuation has 
been highly irregular, with not a few stocks recording new 
lows of secondary reaction while others were creeping up 
within close distance of the highs of last September, on 
the average the maximum range of movement in industrial 
issues has been 13 points, while in rail stocks it has been 
approximately 6 points and in public utilities only 5 points. 

Moreover, at this writing all three groups are poised. 
approximately midway of this trading range, so that in 
effect we may say virtually no net change in the average 
position of the market has occurred since early last October. 
During this time scattered and sporadic liquidation of long 
stock in one instance or another has almost steadily been 
present, but such selling has not only been absorbed rather 
easily, but has failed to induce general unsettlement in any 
degree. There has been and is little “follow-through” to 
liquidation and this obvious fact has tended both to curtail 
speculative operations for the decline and to produce 
technical rallies from time to time. 

On the other hand such genuine investment demand as 
there may be in the market appears to be of the prudent, 
sub-surface kind, reluctant to “reach” for stocks; and the 
periods of technical rally induced by professional efforts 
have thus far failed to attract any such public following as 
would be necessary to justify really aggressive manipula- 
tive operations. How long this virtual stalemate can 
last is open, of course, to question. One can find no visible 
clue in either the current unimpressive course of business 
or in the continuing uncertainties of national: politics as to 
the probable time or direction of the next significant change 
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in market trend. If a changed trend were solely dependent 
upon an actual and substantial clarification of underlying 
economic and political problems there would, indeed, be 
scant reason for important change in speculative pattern 
for some time to come, for it appears quite out of the 
question that the various adjustments still confronting us 
can be cleared up within this short spring season. 


Speculation for Advance 


The current market, however, is largely one of nimble, 
speculative opportunism, able at times to ignore longer 
uncertainties and to seek the most of purely technical and 
seasonal possibilities. On this basis there would seem to 
be some logical reason to expect at least an effort at specu- 
lative anticipation of seasonal business gains within the 
months of February and March. 

Considering the stability of the market over the past 
four months and its present technical setting the early 
prospect appears more favorable for a possible upward 
extension of the recent trading range than for a decisive 
lowering of its bottom levels. 

In the event that such an advance does get under way, 
we believe that it should be regarded with caution by in- 
vestors. It would show worth while intermediate profits 
to those who have availed themselves of reactionary periods 
for scale-down accumulation of the selected stocks recom- 
mended by the MAGAZINE OF WALL STREET last November 
and December and will quite possibly present a question 
as to the advisability of either accepting or protecting such 
profits. 

We feel that such a decision must be left for the present 
to be answered by the market’s own action in coming 
weeks. Since we so obviously lack a solid base for a 
dynamic bull market in the immediate future, the safety of 
the present improved level will depend to some extent on 
a continued absence of anything like speculative or manip- 
ulative excess. 

Gradual seasonal advance in a quiet market need not be 
viewed with alarm, but any more active movement might 
very well impose a rather serious technical burden upon the 
speculative prospect of late spring and summer, in view 
of economic realities which may reassert themselves and 
which will al.nost certainly reassert themselves in the event 
that spring business improvement is disappointing. It need 
hardly be said that speculative reaction to a prolongation 

of the present level of depression would depend upon the 
technical factors prevailing at the time. In short, under 
existing conditions and without the support of any such 
business improvement as would be capable in the relatively 
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atly future of definitely and substantially raising the gen- 
eral level of corporate earnings, it is probably logical to 
assume that the higher share prices go, the more vulnerable 
will the speculative position become. 

However disappointing the market of recent months may 
have been to impatient traders, the fact is that an exten- 
sion of a relatively dull and narrow movement for an 
additional period of months would provide the most favor- 
able possible technical foundation for an ultimate beginning 
of sustained recovery. Given such a foundation, market 
advance through late summer or autumn could be regarded 
with a high degree of confidence as forecasting genuine 
gains, whereas earlier advance might prove premature and 
demand correction as did the excessive and highly pro- 
fessional rally which culminated last September. 

The uncertainties of most direct market importance 
center not alone in the course of industrial and commercial 
activity. This, in turn, is dependent to an abnormal. degree 
upon the political developments of the next few months, 
for throughout the business world we have a clearly indi- 
cated and somewhat anxious inclination to defer decisions 
and commitments until something can be known of the 
direction in which the political winds will blow under the 
new Congressional and White House leadership. 

After March 4 a period of some weeks will no doubt be 
required for any reasonably accurate appraisal as to the 
character of this leadership and as to the general outline of 
major policies. Meanwhile we are necessarily confronted 
with a continuing uncer- 
tainty as to what decisions 
will be made and what 
action taken on various 
highly important prob- 
lems. 

Included among these 
are the questions of war 
debts and such related 
difficulties as tariff restric- 
tions and disorganized 
foreign currencies. Of 
even more direct interest 
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to business and the 
markets is the continuing 
large deficit in the Federal 
budget, a deficit met by 
steady governmental bor- 
rowing rather than by re- 
trenchment or enlarged 
revenues. This _ policy 
results in the absorption 
for Treasury needs of a 
decidedly excessive pro- 
portion of banking re- 
sources and is a major 
cause of banking timidity. 

The question of effect- 
ive reform and strength- 
ening of the entire bank- 
ing structure is _ still 
unanswered. Many uncer- 
tainties are involved in 
the new Administration’s 
policies as to regulation of 
the railroads and utilities. 
Finally, and perhaps the 
most important of all, is 
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the question of whether 
the drift of recent years 
toward essentially social- 
istic experimentation and 
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dn increasingly active governmental effort to interfere with 
or control economic forces may not be much accelerated 
by our new leaders. In the long run such a policy will 
involve much heavier Federal expenditures than we have 
ever before seen in time of peace and must either be accom- 
panied by substantially heavier taxation or by an increase 
in public debt so large as to constitute an inflationary threat. 

Until more light can be had on these matters it will be 
extremely difficult for any investor to map out a long- 
term program upon which he can rely with confidence. 

The first month of the new year has continued the very 
moderate decline in business activity from the autumn peak, 
but the position still compares favorably with the low level 
of 1932. This fact, together with our increased holdings 
of gold and generally improved credit structure, strongly 
suggests that if the critical uncertainties of the next few 
months can be surmounted and if political policies do not 
too seriously “rock the boat” solid economic recovery may 
gradually be instituted on the existing base. 

For the present, however, seasonal gains in production 
and distribution remain too slight to carry much convic- 
tion. Operations of the barometric steel industry are 
creeping up at a rate of approximately 1 per cent a week 
but improvement is too slow to offer any promise that the 
usual spring peak will place the industry anywhere near a 
profitable level. 

The movement of railroad freight likewise is above the 
1932 low, but remains substantially below the level of a year 
ago and current gains are 
scarcely seasonal. The 
present level of power 
output is virtually the 
lowest of the depression 
period, but the signifi- 
cance of this index in re- 
lation to industry is 
naturally open to some 
question because of the 
large element of domestic 
consumption involved. 
Construction shows no ap- 
preciable improvement. 
Generally unsatisfactory 
conditions persist in the 
automobile industry and 
in retail trade. 

While the average level 
of commodity prices in 
recent months has de- 
clined below the bottom 
of last summer, there is 
some encouragement in 
the fact that in recent 
weeks the trend has flat- 
tened out. With the gen- 
eral average at a level 
of 10 or 11 per cent be- 
low that of 1913 there 
is every reason to be- 
lieve that the underly- 
ing deflationary trend has 
been checked and that 
future adjustments may 
consist of narrowing 
the present gap be- 
tween the most depressed 
commodities and those 
which have been held out 
of line at detriment to 
free exchange of goods. 
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Currency Inflation Is Economic 


Dynamite 


Easy to Start, Difficult of Control, Exhilarating 
While It Lasts, and Ruinous in the End to All 


By Marvin 8. RaTHBURN 


F inflation be defined as a condition in which there is 
more credit and currency than is needed to carry on 
business—we have it now. 

Money in circulation is about 750 million dollars 
more than at the boom peak in 1928 and 1929. Fed- 
eral Reserve Bank Credit is up by about the same 
amount. 

But bank loans have fallen by 14 billion dollars. 

Business activity is about half what it was three years 
ago. 

We have the makings of inflation but deflation continues. 

The gas has been running out of the business balloon 
faster than it has been pumped in. 

Expansion of both basic credit and money in circulation 
having so far failed to become effective, the idea is becom- 
ing popular of taking a lot more of the same medicine, but 
this time primarily in the form of money—slathers of it. 

People still stubbornly prefer money to goods. 

Well, then, say the currency inflationists, give them so 
much money that they will be sick of it. Or else debase 
it by short-weighting the gold dollar with the same 
results. 

They confuse money with property, and the medium of 
exchange with exchange itself. They insist that super- 
abundance of the medium of exchange breeds an abundance 
of normal trade. They identify business intoxication with 
vitality, and a dabauch of reckless buying and selling with 
the normal activity of fair and equitable exchange arising 
from a need of goods, balanced prices, and confidence that 
values while stored in money will not depreciate. They 
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ignore the warning of all economic history that the wages 
of inflation is death. 

For a while the short-dollar cure for deflation was quite 
the rage. It has faded away as its advocates have begun to 
reflect on the absurdity of a country that has so much gold 
that it doesn’t know what to do with it—except in panic 
moments—making it less valuable. 


world never had so much gold as now, and yet it never 
made less money use of it. 

The printing press begins to look like a more rational 
instrument of inflation than increasing the number of gold 
dollars by making them lighter. 

To be sure, the plan of reducing the amount of gold 
in the dollar has a certain simplicity and thoroughness about 
it. It compels the creditor to accept less in payment of a 
debt while nominally receiving just what he lent. But it 
smacks of trickiness, manipulation and expropriation. The 
same end can be effected by drowning the country in cash, 
without the appearance of guile and without monkeying 
with the size of the money standard. A business man who 
substitutes a 30-inch yardstick for one of 36 inches is 
considered a crook, but it is perfectly legitimate to boost 
the price of the cloth. Theoretically, that is what you do, 
wholesale, if you inflate money to a large degree. If the 
supply of money in relation to the need of it is too small, 
increasing the supply is not only legitimate but ethical. 
That and the reserve are supposed to be the most blessed 
function of the Federal Reserve System. 

Notwithstanding that the facts appear to deny the theory 
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of insufficient money, printing presses are being tuned up, 
and it is not unlikely, unless there is soon a pronounced 
improvement in business, that the coming special session of 
Congress will witness a determined drive to give us in- 
fation of the currency, under whatever guise, of sufficient 
proportions to make it “take” unless the country is con- 
titutionally immune to inflation. Congress, rendered 
desperate by demands for economy and reduced taxation 
on the one hand, and clamor for unemployment relief and 
business rescue on the other, may turn to currency ex- 
pansion as the only resort and endeavor to give us an orgy 
of spending and wasting as a cure for declining wealth with 
nothing to spend. 

What do the inflationists seek? They seek, first, to 
alleviate the huge burden of debt by making it payable 
in cheaper money—in money of about the same purchasing 
power that prevailed when the debt was created. This 
would be automatically accomplished by substituting a 
short standard dollar (that is, the gold dollar) for a full 
weight dollar. In the second place what they want is ris- 
ing prices as a stimulant to buying and business activity. 
According to the venerable theory that prices are governed 
by the volume of money, a flood of money would mean a 
high tide of prices. In proportion as prices should thus 
rise the debt burden would be peeled off in terms of goods 
and services—and both objectives would be attained: debts 
would be slashed, business would be quickened, and un- 
employment reduced. 

A third reason given for currency inflation is that it is 
necessary not only to business recovery, but that it is in- 
evitable, in all probability, in order to prevent further 
economic degeneration and, possibly, general bankruptcy 
and business breakdown before the upward turn can be 
made. 

It is argued that once deflation bites deep it grows by 
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what it feeds upon and will go to incredible depths— 
virtually to general bankruptcy before it stops, if not 
checked by some “natural” accident or by artificial means. 
The vicious downward spiral may be thus described: 
Everybody retrenches, then buying power is reduced; every- 
body, therefore, retrenches again, and buying power is fur- 
ther curtailed. And around and around the downward 
spiral, with both production and consumption dwindling, 
always dwindling. Everybody is aiming at attaining a bal- 
ance of cash on the income side; not by expanding produc- 
tion and sales, but by reducing purchases and payrolls. The 
general objective being to get cash rather than to do busi- 
ness, the sources of cash are slowly dried up, and prices 
go ever downward. ' 

The spell may be broken by deliberate or unavoidable 
expansion of the circulating medium to such a point that 
the fall in the commodity value of money—its purchasing 
power—is so great and obvious that it becomes the part 
of prudence to transfer wealth from storage in depreciating 
money to storage in appreciating goods. 

At heart, virtually the whole country is attracted by the 
idea that business recovery can be brought about by some 
sort of inflation. Last spring it was quite generally believed 
that inflation of Federal Reserve credit would serve that 
purpose. Most people have lost confidence in that way, 
but Washington insists that the method is good and that 
it has provided the beginning of recovery, although positive 
controllable business results are not yet in evidence. 

Inflationary interest has turned to the expansion of the 
volume of money; thereby cheapening money and raising 
the level of prices. This is proposed in various ways, in- 
cluding the remonetization of silver in full or in some 
measure. Inflationists concede that nine-tenths of Ameri- 
can business is done by checks, that is largely by bank 
credit. But credit, they say, is torpid, and that finally it 
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is largely influenced by the volume of legal tender money. 
Fill the banks with irreducible cash and it will turn into 
multiplied credit, they say. They are all fed up on the 
elastic Federal Reserve currency. What they want is so 
much permanent or long-life money that the banks will 
grow weary of piling up reserves of good but perfectly 


idle cash, will be able to defy all runs, and will look for 


opportunities to lend instead of 


always in bank vaults. The Federal Reserve Bulletiy 
reckons that the money in active use is not more thay 
3 billions. Adding as much more new money to circulation 
within a short time will, it is claimed by inflationists, regu); 
in discontinuance of hoarding, which will greatly improve the 
cash position of the banks; and an expansion of purchasing 
There is no assurance that it would. Money in circulation 
now is about the same in amount 





as it was at the peak of the post. 





avenues of escape from borrow- 
ers. With plenty of cash and 
plenty of credit, prices, they fig- 
ure, are bound to rise, and with 
them business, while the debt 
burden will shrink. But all are 
agreed that inflation should stop 
when the price levels of 1925-29 
are reached, the levels at which 
much of the outstanding debt 
was incurred. The debtor would 
repay in the commodity and 
service values at which he bor- 
rowed, instead of twice or three 
or four times as much. 

The channel of direct money 
inflation would be governmental 
disbursements, except in the case 
of free coinage of silver, when 
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war boom in 1920 and about 2 
thousand millions more than the 
average during the 1922-29 boom 
—and yet business gets wors 
and worse and commodity prices 
fall lower and lower. Further 
inflation might not “take” because 
of adverse factors, both at home 
and abroad. It might require 
world-wide co-operation. to put it 
over in effect. It might even 
result in further business decline 
and demoralization and renewed 
panic because of the fears it 
might engender. Or the new 
money might slip, through a 
brief period of buying and pay- 
ing, into the banks to keep com- 
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the owner of the silver bullion 
would be the original distributor. 
Take the Jeff Busby bill for example. It proposes to put 
out, in successive steps of a billion dollars each, three billions 
of Federal Reserve notes. Instead of the banks being the 
borrower the U. S. Government would fill that role. The 
notes would be issued on the collateral of three billion 
dollars’ worth of bonds and backed by 25 per cent of gold 
deposited by the Reserve Banks with the Federal Reserve 
agents. When the Treasury Department got the money 
it would use it instead of public bond issues to pay current 
government obligations and deficits. The bonds would run 
for ten years and would not be called in the meantime 
unless the price level ascended to 80 per cent of the average 
between 1921 and 1929. The first two installments of. 
bonds and cash would be thirty days apart. The third 
billion would not be issued at all if the price level should 
reach 80 per cent within 180 days after the second install- 
ment was put out. 

Thus two billion dollars of shiny new money would be 
disbursed within sixty days and possibly another billion 
within eight months of the passage of the bill. Another 
proposed way of getting out new money is through prepay- 
ment of the soldiers’ bonus, amounting to $2,400,000,000. 
More ambitious plans call for paper money in some form— 
Federal Reserve notes or straight Treasury notes—fiat 
money, pure and siniple, to be expent in colossal amounts 
on public works, unemployment relief, etc. | Economists 
would favor the public works outlet, for the money would 
then create employment and goods instantly, instead of 
trusting to indirect acceleration of business activity. The 
latter might not happen at all except for a brief period, 
and then mostly in retail trade. 

While any particular amount of currency expansion 
might not result in inflation—rise of prices and renewal of 
business activity—scarcely anyone disputes the proposition 
that persistently increasing the quantity of money eventu- 
ally elevates prices. 

There is at present 5,600 million dollars of money in 
so-called circulation—that is, money outside of the U. S. 
Treasury and the Federal Reserve Banks. But it is esti- 
mated that at least 2,000 million dollars is lost, destroyed. 
hoarded or in foreign countries; 700 million dollars is 


pany with the inert piles of 
cash already there. A moun 
tain of money that does not turn over is no better 
than a little that whirls around. 

It is certain, however, that inflation would “take” if it 
came as the result of inability to balance the national 
budget. Continued borrowing would eventually dry up 
the market for bonds. No government has ever yet quit 
because it couldn’t borrow. With the printing presses 
running steadily to make money for government disburse- 
ments, a flight from the dollar would be inevitable; prices 
would go up and up. The higher they went the more 
money the government would have to put out to pay its 
charges. Gold would be hoarded and we would be forced 
off the gold standard. Each new issue would further 
depreciate the value of money, and the experience of all 
history would portend the final evaporation of its purchas 
ing power. A period of feverish activity in business and 
recklessness in spending, as the only prudent course, would 
be followed by a cessation of trade, except in the form of 
barter. Germany affords the classic illustration. Her en’ 
tire system of exchange was wrecked.as well as the whole 
investment fabric of the nation. Debts were wiped out, 
with them went all working capital. Industrial paralysis 
ceased, unemployment became universal, and the country 
had in a business, working capital and financial sense to 
start all over again and rebuild from the ground up. France 
went three-quarters of the way to ruin, but stopped before 
her whole economic system collapsed. 

Although England terribly depreciated the pound by 
going off the gold standard in 1931 inflation of domestic 
prices has not followed. That is because expansion of the 
currency has not been permitted. The objective was to 
inflate import prices, and that has been accomplished except 
as other nations have also abandoned the gold standard. 
Inflation “worked” in Germany and France after the war 
because the manufacture of, money was continuous and 
voluminous; and because in France there was an enormous 
job of physical reconstruction and in both countries of re: 
plenishment of stocks and of satisfaction of long repressed 
requirements. 

In Germany the investor class, in the sense of lenders 

(Please turn to page 452) 
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interest, to temper their national policies to conform to 
policies being formed by the rest of the world. 

America’s stake abroad amounted, at the beginning of 
the year, to more than $17,000,000,000, equivalent to about 
$135 for every man, woman and child living in the United 
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It is immaterial how the American investor succeeded in 
transforming the United States from a debtor nation to one 
of the world’s most powerful creditor powers within a 
decade; how he succumbed to the impressive statements 
contained in prospectuses descriptive of foreign loans; how 
he became an easy prey to the liberal yield afforded by 
foreign issues, sold him by the billions by enterprising but 
inexperienced bankers; why he failed to appreciate the fact 
that prospectuses are prepared to sell and not to inform; 
how he fell for 
statements telling 
how the borrower 
had “balanced” 
his budget, as if 
there were budg- 
ets which did not 
balance on paper; 
how he failed to 
insist on informa- 
tion as to how 
the “balance” 
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Two Courses Open to U. S. as 
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the flotation of a bond issue in the American market, merely 
because—and this he was not told—the city in question 
had not borrowed in 20 years, but had borrowed twice 
before and defaulted on each occasion—all these questions 
are irrelevant today. 

The United States and the American people are abroad, 
whether they now like it or not—to the extent of over 
17 billions, and all they can do is to see that what has 
already been staked is looked after properly, and that what- 
ever funds may be placed abroad in the future will be 
accorded better safeguards than was true of many transac- 
tions in the past. 

At the outset, it may perhaps be made clear that foreign 
loans per se do not constitute any danger to the economic 
life of the lender, provided loans are made judiciously. 
John Stuart Mills in his classic, “Principles of Political 
Economy,” reminds us that “the last of the counter forces 
which check the downward tendency of profits in a country 
whose capital increases faster than that of its neighbors, and 
whose profits are, therefore nearer to the minimum ... . is 
the perpetual overflow of capital into colonies or foreign 
countries to seek higher profits than can be obtained at 
home. I believe this to have been for many years one of 
the principal 
causes by which 
the decline of 
profits in England 
has been ar- 
rested.” 

Despite ad- 
mittedly numer- 
ous mistakes in 
connection with 
our loans, Mills’ 
remarks are also 
applicable to the 
United States, 
which prospered 
throughout the 
entire period in 
which she was 
dispensing credit 
to the rest of the 
world on a large 
scale. The regret- 
table part of this 
era of outflowing 
capital is obvious- 
ly not the fact 
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that loans were made but that they were in many cases 
made unwisely—that the fulfillment of a normal function 


of a creditor nation should have been distorted by greed. 
America's Foreign Loan:Policy . _. 


Prior to the war, America’s part as a lender to foreign 
governments was so insignificant that a well-defined policy 
was really not required. We were then a debtor nation. 
Our foreign investments aggregated about $2,600,000,000, 
and were confined largely to Central America, Cuba, and 
Mexico. 

As a result of the war, the United States succeeded in 
not only extinguishing its debt to others, but in getting 
others into debt to us to the extent of several billion dol- 
lars. The steadily growing investments of American capi- 
tal abroad, and the consequences of such investments upon 
the future relations with other countries, may be said to 
have prompted the issuance of the so-called Statement on 
Flotations of Foreign Loans, more than ten years ago, which 
said in part: 

“#* * * *® it is hoped that American concerns that con- 
template making foreign loans will inform the Department 
of State in due time of the essential facts and subsequent 
developments of importance. * * * * The Department will 
then give the matter consideration, and, in the light of the 
information in its possession, endeavor to say whether objec- 
tion to the loan in question does, or does not, exist.” 

In other words, since 1922, Washington has officially 
frowned on the flotation in this country of certain types 
of foreign loans whenever, in the opinion of the State De- 
partment, the proceeds from the sale of such issues would 
raise artificially the price of certain commodities to the 
American consumer. This is no doubt a very laudable 
move on the part of United States officials. On the other 
hand, there is reason to speculate why America stood idly 
by when Brazilian coffee was selling at absurdly low levels, 
throwing scores of Brazilian coffee planters into bankruptcy. 
Furthermore, such policy does not appear to have brought 
about the desired effects. While it is true that a certain 
New York banking firm could not underwrite a Brazilian 
Coffee Loan—which was, incidentally, from the standpoint 
of security, superior to all Brazilian loans which have been 
accorded official sanction, including Santa Catharina and 
Ceara, and other Brazilian provinces and cities, all in com- 
plete default, the London affiliate of the same firm was not 
prevented from doing the business; and, while it is true that 
another firm of New York bankers could not float a Ger- 
man potash loan in this market, its English counterpart 
underwrote the issue. The effects of our ban on French 
loans were not so much different. As a result of the “ban” 
on French issues, Americans who wished to buy loans of 
this type had to pay more than they would, had the loans 
been originally placed in this market. 

It is, of course, possible that the 1922 edict may have 
been prompted by the experiences which earlier creditor 
nations had, and the losses incurred by holders of foreign 
bonds as a result of many defaults and occasional so-called 
repudiations. We may have had in mind the losses of 
English investors in the bonds of certain American States, 
or in those of Latin American countries. We may also 
have had in mind the losses of the French investors in 
Russia. 

The so-called foreign loan policy formulated a decade 
ago accomplishec little, if anything. Loans which were 
turned down were floated elsewhere. And, what is espe- 
cially disheartening, the majority of them turned out to be 
good loans, whereas many of those which were officially 
sanctioned by Washington are in complete default. 

Asa t of numerous defaults on the part of foreign 
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nations, the State Department has been requested to up, 
dertake something on behalf of American holders of such 
defaulted bonds. Senator Hiram Johnson has suggested 
the creation of a Bureau which would examine and pag 
upon all-foreign issues to be sold to the American public 
Experience in this field suggests that regulation of loan cop. 
tracts will prove more effective than supervision of loans 
because the publication of terms ruinous to lenders, and 
resulting in abnormally large profits to underwriters, would 
discourage buying bonds contracted on terms which invite 
default. Bankers as a rule do not care to handle loan; 
which cannot be sold readily. 

It is apparent that the incoming administration will do 
something in regard to the adjustment of defaults on loans 
already held by American investors, or in regard to fresh 
investments which the United States will in all probability 
continue to make in the future. What form the govem- 
ment’s action will take, is at the moment impossible to state. 


Regulation Suggested 


Loans coming within this category are of three distinct 
types: 

1. Foreign obligations which have been repudiated. The 
only issues included within this group are the Russian 
bonds, quoted at slightly above souvenir prices. Washing 

ton might bargain recognition of the Soviets for Russia's 
recognition of pre-Soviet indebtedness. The recent rise in 
Russians from a fraction of a cent to about 3% cents on 
the dollar may be based upon such belief. The writer feels 
that souvenirs can be bought more cheaply. 

2. Foreign obligations in default due to inability on the 
part of debtors to meet their engagements. This group 
comprises Argentine provincial and municipal loans; 
Chileans; Bolivians; Brazilians; all Colombian departmental 
and city-loans; Uruguayan city loans; all Peruvians; most 
of the Salvadoreans and Costa Ricans. ‘These countries 
depend primarily upon the level of commodity prices. If 
Bolivia can get a good price for tin, her debt is not un 
reasonable, and the burden incident upon meeting charges 
according to existing loan contracts within the nation’s 
capacity. On the other hand, if the market for tin, Bolivia's 
principal standby, collapses, Bolivia is unable to take care 
of even a relatively small indebtedness. The same is true 
of Brazil and coffee; Chile and copper and nitrate; Peru 
and oil, cotton and silver; Colombia and oil and tobacco; 
Mexico and oil and silver; Uruguay and hides; Argentina 
and wheat; Salvador and bananas; Costa Rica and coffee; 
and Cuba and sugar. To be sure, Cuba is meeting her 
obligations faithfully, but it is an open secret that the only 
way the Island Republic is taking care of her debts is 
through the creation of new debts. Were it not for the 
so-called Platt Amendment, especially Sections 2 and 3, 
which make the United States to a certain extent morally 
responsible for the Island's foreign commitments, Cuban 
bonds would have gone the way of the Bolivians and 
Chileans and Peruvians. If a method could be devised 
whereby prices would be raised, our Latin American 
neighbors may be in a position to resume at least part pay’ 
ment of their contractual obligations. So long as com 
modities are selling at levels appreciably below cost of pro 

duction, it is difficult to see how any of the above countries 
will be able to resume payment on their debts, held largely 
in the United States. 

3. Foreign obligations affected by the so-called transfer 
problem—that is, bonds, payment on which is made in 
internal currencies which are deposited with native banks 
to the credit of foreign investors. This group comprises 
bonds of Austria, Hungary, Yugoslavia, Bulgaria, and 
Greece. The difficulties of these countries reside 
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in the collapse of commodity prices and the resultant de- 
crease in the purchasing power of the people. The situa- 
tion is materially aggravated by protective policies adopted 
by the various countries. A concrete example will illustrate 
this point: Rumania produces for export large amounts of 
agricultural products, oil and timber. A considerable part 
is sold to Austria, which in turn sells to Rumania manu- 
factured products. Rumania suddenly decides to manu- 
facture most of what she buys from Austria. Her purchases 
in Austria decline. This, in turn, obliges Austria to shut 
out Rumania products. She puts a heavy duty on them. 
Imports from Rumania are greatly reduced. The commerce 
between the two countries shrinks very sharply. Each has 
tried to become economically independent. Each has failed 
miserably. Both suffer as a result of a narrow policy of 
isolation. 


War Debts 


In addition to the problem arising from commercial ob- 
ligations, the United States faces other problems of equal 
if not greater importance than that pertaining to America’s 
private investments abroad. Among these, war debts and 
tariffs rank foremost. 

With regard to the former, the American Government, 
as well as the bulk of the American people, seem con- 
vinced that these debts do not differ from any other type 
of indebtedness. They have been contracted in good faith, 
and should be paid. Europe is anxious to have the debts 
arising from the war cancelled or, at least, drastically re- 
duced maintaining that failure to adjust them constitutes 
one of the most serious, if not the most serious, impediment 
to world recovery. Washington maintains that the debts 
have already been adjusted, referring to the terms of the 
so-called debt funding agreements. Payment is insisted 
upon. The installment due December 15 was not met by 
a number of European debtors, notably France. Great 
Britain and Italy were among the more important powers 
which paid, even though the transfer of funds proved a 
distinct hardship, especially in the case of Great Britain. 

The latter has requested a conference with representa- 
tives of the American Government. President Hoover and 
President-elect Roosevelt have agreed to give England a 
hearing. She will be permitted to state her case. But, has 
not Great Britain already done so? One recalls the five- 
thousand word note addressed to Washington prior to 
December 15, in which is contained a complete history of 
the war debts covering the past ten years. What is there 
she could add to 
what she has 


alike. One might be justified in expecting our debtors, or 
at least most of them, to put through reforms of an in- 
ternal character subsequent to, rather than preceding, 
adjustment of war debts. 

Irrespective of what one may think of sanctity of en- 
gagements, European nations seem to have decided that war 
debts will have to be postponed indefinitely, if not elimi- 
nated altogether. Of the two courses the former in which 
the obligation stands until a more favorable time of settle- 
ment seems the more desirable. 


Tariffs 


America’s position is rather different from that of other 
creditor countries, in that she is at one and the same time 
producer of goods and dispenser of credits. When we made 
our huge investments abroad, we failed to take into account 
the fact that it is incumbent upon the creditor to enable 
the debtor to discharge his contractual obligations, unless 
the former is willing to continue to lend—that is, to create 
new debts to meet old ones. Hence our present 
dilemma. 

We permitted the accumulation of foreign debts 
to us amounting to billions, payable or scheduled to be paid 
in dollars of the weight and fineness which obtained at 
the time loans were contracted. At the same time, fearful 
of the effect of a foreign influx of goods on our industries, 
we enacted rigidly protective tariff laws which in conjunc- 
tion with the demand for national self-containment sweep- 
ing over the whole world resulted in impossible barriers 
to commerce on the part of our debtors as well as other 
nations. The result has been a universal paralysis of foreign 
commerce from which the whole world is suffering. It is 
apparent that resumption of a freer flow of goods will de- 
pend upon a rational and universal adjustment of existing 
tariffs by both creditor and debtor nations. 


Realistic Approach Needed 


The United States must see her way clear to approach 
realistically these difficult and world-wide problems, of 
world-wide indebtedness, foreign trade, and other obliga- 


tions of a creditor nation. She must solve them and 
so further her international position or withdraw into eco- 


nomic isolation with the attendant sacrifice of her foreign 


take. This country cannot hope for.the revival of such 
of its industries as the automobile, farm implement and 
othets which look to foreign markets for a large part of 
their prosperity if 
the gospel of 
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concessions from 
our debtors. This 
wew is untenable, because no government will agree to 

ect important reforms (however desirable such reforms 
may be) in return for the remittance of several millioris. 
It is too delicate a ptoblem for statesmen and politicians 
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our own borders. 

Again, if the United States can fill the role of the fore- 
most nation in world affairs and can assume the responsibili- 
ties of that position with less loss to her nationals than in 
tecent yeats—the way is open fof an expanding prosperity. 
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The Farm Debt Crisis 


In the present active political agitation for farm relief 
especial emphasis is placed upon the burden of mortgage 
indebtedness. Only a glance at the accompanying graph 
is needed to reveal why the debt shoe pinches so painfully 
in areas wholly or largely dependent upon agriculture. 
Since 1913 mortgage debt on farms has increased at a 
substantially faster rate than has the aggregate value of 
farm lands. The rising load of interest charges could have 
been supported only out of an increasing farm income. In- 
stead of which, that aggregate income in 1932 was only 
5.2 billions of dollars, as compared with 7 billions in 1913. 
Out of this reduced revenue interest must be met on 9.2 
billions of mortgages, as compared with only 3.6 billions 
in 1913. The increase in estimated value of all farms was 
from 34.8 billions in 1913 to 47.9 
billions at present. Unless some 
man-made remedy can be devised 
to raise the prices of farm products 
default on and liquidation of a 
large portion of farm debt will be 
inevitable. 


What Is the Answer? 


That the exportation of American factories is an ex- 
portation of jobs is vividly brought to mind by the fact 
that the Ottawa conference is already bearing fruit in the 
transference of British orders from mother plants in the 
United States to their children in Canada. If those 
Canadian branches were not in existence the orders would 
be filled here (which is not to say that we begrudge Canada 
her good luck). 

Between the exportation of factories and the exportation 
of capital to build foreign factories it would seem as if 
American industry and American finance had united, in 
effect, to take jobs away from American workmen and 
orders from American factories. We have a tariff policy 
designed to build up American industry, use American 
capital, and provide employment for American workers; 
but our industrial and financial leaders are apparently doing 
their best to nullify it. Branch factories divert orders and 
jobs from the home plant, and exported money builds fac- 
tories to take away the rest of the export trade and the 
jobs that depend upon it. 

Can anybody tell which way we are traveling in our 
foreign trade and financial relations? We can't. 





Success of “Share-the-W ork” 


On the solid basis of reports received from 460,000 em- 
ployers, so far as the analysis of them has progressed, it is 
estimated that the share-the-work movement has so far re- 
sulted in keeping 5,000,000 more persons on payrolls than 
would otherwise be there. In other words, the total of the 
unemployed would now be 15,000,000 instead of 10,- 
000,000. 

This is a magnificent achievement, and one especially 
gratifying to THE MAGAZINE OF WALL Street because it 
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has been a consistent advocate of the policy of dividing 
up what work there is. 

The social results are beyond computation. It is im 
possible to appraise the steadying effects of keeping five 
million people self-dependent instead of dependent upon 
public relief. It is a sort of voluntary socialization of the 
burdens of the depression that is indicative of a general 
realization by both employers and employee that industry 
must be conducted for the general good. 

There is, too, a deeper significance in the movement, for 
it foreshadows a permanent adjustment of national economy 
to the results of mechanization. It portends the general 
adoption of a shorter day or a shorter week of labor. That 
means that this nation proposes to make man’s conquest 
of toil a blessing instead of a curse. As conditions return 
to normal the tendency will be to increase unit pay. We 
believe that a few years hence the national payroll will be 
larger than ever, with less work per person. We are going 
to cash in on the machine for society as a whole. While 
the Technocrats talk about the menace of the machine prac’ 
tical men are realizing the potency of the machine for the 
benefit of the masses. At present there is much altruism 
in the reduction of working hours but self-interest leads to 
the same end in the long run. Producers will not destroy 
their markets for any length of time through permitting 
the national payroll to decrease as the volume of goods 
increases. That doesn’t make sense. 





Dollars Gone Astray 


So far as millions of private American investors are con’ 
cerned, most of the news that comes out of Europe is bad. 
The evidence—if any more be needed—becomes cumul’ 
tive that it is.far easier to lend money to Europe than to get 
it back. In this connection a recent statement of Prof. 
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Hermann Warmbold, German Minister of Economics, to 
the Reichstag is interesting. He said that even such small 
repayments of capital on the private debts held by for- 
eigners in Germany as were made in 1932 will be utterly 
impossible in 1933. Moreover, while an effort will be made 
to maintain interest and sinking fund payments the inten- 
tion is to seek downward revision of even these services. 
How conditions have changed since the time when Ameri- 
can bankers were competing with each other for the profit- 
able privilege of lending this country’s surplus funds 
abroad! 


Some of Us Still Save 


In this era of deflation and sadly shrunken public income 
one would not be surprised to observe a depletion in ac- 
cumulated savings. While the rate of gain in savings has 
been sharply curtailed, in New York State at least depres- 
sion has not yet been able to change the trend. Official 
reports for 1932 show that deposits increased by a total 
of $54,063,000. The number of depositors increased by 
50,979, bring the total on January 1 to 5,782,129. As of 
that date total deposits in New York State savings banks 
were $5,229,784,583. | Both in deposits and depositors, 
1933 begins with new high records. 


Government in Business 


According to the proud officials in charge, the Inland 
Waterways Corporation, owned and operated by the 
United States Government, is a “successful demonstration.” 
[t appears to be decidedly otherwise if one accepts the 
recent estimate of the “commercial value” of that corpora- 
tion made by the Interstate Commerce Commission. As 
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adjusted by the commission’s bureau of valuation, the net 
investment on the books of the corporation stood last Feb- 
ruary at $23,234,958. Assuming that depreciation charges 
were sufficient, which is highly doubtful, the corporation’s 
total net income over its entire period of existence was $587,- 
000 and this included $482,691 from bank deposits of sur- 
plus funds. Net profit from actual river operations in the 
seven years and nine months covered by the commission’s 
study was only some $105,000! In the light of these re- 
sults the commission would appear liberal in its estimate 
of a present commercial value of $7,000,000 for the entire 
property or 30 cents on the original dollar investment. 





Brighter Railroad Prospect 


Railroad traffic at present is moderately above the bottom 
level of last year. The combina- 
tion of this gain with a drastic re- 
duction in operating costs and ex- 
penditures. is being translated by 
many carriers into a satisfyingly 
large gain in net operating reve- 
nues. Not a few roads are report- 
ing larger earnings now than on 
the larger trafic movement of a 
year ago. Indeed, given a continuation of present con- 
ditions it appears highly probable that in the aggre- 
gate the Class I roads of the country will approximately 
cover fixed charges in 1933, against an aggregate deficit in 
1932. The advance in traffic from the panic low and such 
real economies as have been effected are solid elements of 
hope. The fly in the ointment is that a substantial measure 
of the economies effected is at the expense of deferred, but 
ultimately inevitable, property maintenance. The railroads, 
therefore, face a battle against time. Additional months 
of skimping in maintenance no doubt would not be serious, 
but in the long run substantial further recovery in the 
freight movement will be needed to save the situation. 
Meanwhile, deferred maintenance necessarily will mean de- 
ferred prospect for resumption of dividends to stockholders. 





Progress In Voluntary Adjustment 


Having lost some $2,300,000 in 1932, the Liggett Cor- 
poration, operating drug stores familiar throughout most 
of the country, found itself facing the alternative of bank- 
ruptcy or voluntary adjustment of leases by its landlords. 
Many leases, contracted in good times, were no longer 
supportable. In this impasse the difficult and complicated 
remedy of voluntary co-operation was applied. The results 
thus far are sufficiently promising to be of some hope and 
significance in relation to the general economic problem of 
deflation and liquidation. After operating economies now 
in effect, it is estimated that the Liggett chain will need a 
rent reduction totalling between $1,400,000 and $1,500,000 
for 1933. With a rental reduction of $1,100,000 already 
in sight, the Liggett Landlords’ National Protective Com- 
mittee is within $300,000 to $400,000 of its goal. Only 
10 per cent of the 500 landlords involved have refused to 
co-operate. 
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How the Rails Will Meet 
Maturing Debts of 1933 


Which Roads Will Be Affected — 
Numerous Problems Complicate Outlook 


By Prerce H. Futton 


AILWAY executives never are without problems— 

big ones—getting bigger all the time, so it seems. 

Just now the officials and directors of three large 
companies are actively occupied with plans for meeting 
maturing issues of securities. Others will have to take 
this matter up from time to time throughout the year. Th’s 
has come to be regarded as one of the most formidable 
tasks that has to be tackled in connection with railroad 
affairs today. Whether a railroad has maturities this year 
is one of the first questions asked in every attempt to detet- 
mine its financial position and chance of pulling through—- 
if it is one of the weaker lines. 

This is not because the maturing debts are so large in 
total as it is recognition of the difficulties and hazards of 
further borrowing on the one hand and perhaps a more 
general appreciation of the fundamental problems of profit- 
able railroad operation under present conditions on the 
other. 

The maturities for 1933 total something over $336,000,- 
000, only $66,300,000 more than for 1932. Of the entire 
amount approximate- 


ties of the times which bear directly or indirectly on rail: 
road maturities. Let us consider these problems briefly: 

1.—Above everything else the getting of more freight 
and passenger traffic and earnings, so that the properties 
can be at least sustained without borrowing to pay taxes, 
bond interest and even ordinary vouchers. In many re- 
spects this is the hardest job of all, simply because the 
traffic is not to be had, no matter how great the effort made 
to get it. 

2.—In the case of the weaker roads, whether large or 
small, a substantial reduction in funded debt and fixed 
charges. 

3—A further sharp reduction in the expenses of all 
forms of government, so that taxes can be lowered, and, 
in turn, freight rates brought down. 

4.—An actual and general reduction—not a temporary 
deduction—in the wages of unionized labor. 

5.—Lessening and simplifying of regulation of the rail- 
roads by the I. C. C. 

6.—Reasonable regulation by that body of all other com- 

peting mediums, not: 





ably motor bus and 





ly $131,000,000 are 
equipment trusts. In 
normal times this 
amount, and a much 
larger one, would 
have been met out of 
treasury resources and 
no one would have 
heard anything abou: 
it, except the holders 
of the certificates, 
who got the money. 
The balance of $205,- 
000,000 for 1933 rep- 
resents bonds and 
notes. In 1931 the 
total was $364,700,- 
000 or $28,400,000 
more than for 1933. 
These figures are in 
contrast with $625,- 
500,000 for 1915, the 
high record. But how 
much more serious 
the present total ap- 
pears in view of the 


outstanding difficul- 
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Baltimore & Ohio 
Chesapeake & Ohio 
Chicago & Northwestern .... 


Great Northern 


Mo.-Kansas-Texas 


Norfolk & Western 
Nickel Plate 








Maturities of Representative Railroads in 1933 


Total Funded Debt 
outstanding 
(000 omitted) 


(a) Entirely equipment trust issues, 
(*) Does not include bank loans, 


sieilhhiiitaiaeattdaatihiniemintaeaeitaananisitiaall 


truck, inland water: 
ways and airplanes. 

Obviously not all 
of the problems are 
susceptible of solu 
tion under present 
circumstances. Traffic 
cannot be created, it 
can no more than be 
solicited and hauled. 
Nor can funded in: 
debtedness be reduced 
as it should be in 
many cases without 
complete reorganiza’ 
tion or more liberal 
bankruptcy laws. In 
some cases present 
embarrassing capi 
structures go all the 
way back to organi’ 
zation. 

Too many bonds 
wete authorized and 
issued at the start and 
too mafy have been 
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*Bonds, 
Equipment Notes, 
maturing in 


1 
(000 omitted) 
None 
$76,187 
(a) 5,850 
18,046 
(a) 3,604 
(a) 3,131 
8,481 
43,121 
(a) 6,200 
None 
$7,950 
21,627 
(a) 2,000 
(a) 1,129 
2,264 
(a) 235 
(a) 5,800 


Gross Earnings 
for 1932 
(000 omitted) 
$133,134 

125,888 
98,726 
72,492 
84,901 
‘70,780 
78,746 
55,549 
89,305 
27,240 
69,920 
293,636 
62,776 
29,158 
14,973 
47,084 
323,790 
10,962 142,597 
(a) 8,782 72,987 
7,282 114,812 











added ever since. When earnings were large, the market 
for bonds good, more were sold and sometimes dividends 
were even increased shortly before the bonds were put out, 
with a view to making the market for them better. Of 
course the action should have been precisely the opposite 
and earnings employed to buy in existing bond issues rather 
than sell more.. The former cannot be done now, but when 
prosperous times come again for the railroads the practice 
should be made general, and still other ways should be 
found of materially reducing outstanding bonded indebted- 
ness, wherever it is unduly large and 


lower than heretofore, totaled more than $32,000,000.” 

Dr. Julius H. Parmalee, director of the Bureau of Rail- 
way Economics, says: “The railroads in 1932 paid 40 cents 
in taxes out of each dollar of net operating revenue. This 
means that 2/5 of the rail transportation properties of the 
United States were operated last year for the benefit of 
the state, Federal and local governments.” 

Remember that until the taxes of the railroads are ma- 
terially reduced freight and passenger rates cannot be 
brought down as they must be if the railroads are to com- 

pete with the motor bus and truck, 





seriously out of proportion to the 
stock in the hands of the public. 

By the same token, common divi- 
dends should have been kept down 
in 1929, in the case of the weaker 
lines, and those of medium strength, 
to 5 per cent at the most. Rock 
Island and St. Louis-San Francisco 
never should have paid more. When 
big earnings come again a conserva- 
tive policy with respect to common 
dividends should be maintained by 
the companies that have been com- 
pelled to cut them off. 

This does not mean, on the other 
hand, that common _ stockholders 
should be sacrificed altogether for the 
benefit of bondholders. Where earn- 


ings justify, dividends on the junior 
shares, in keeping with the earnings, 
should be resumed. 

Prospective buyers of railroad com- 
mon stocks should watch closely, as 
earnings turn definitely upward, for 





the issues on which dividends are 
likely to be paid again. Those issues 
will offer excellent investment oppor- 
tunities. 


inland waterways and airplanes, par- 
ticularly as the last two named are 
subsidized directly or indirectly by 
the Federal Government. 

Problem No. 4.—The leaders of 
unionized labor on the railroads ap- 
parently have not yet awakened to 
the fact that the pay of their men is 
still much higher on the average than 
that received in other industries, and 
that it must be sharply readjusted 
downward, as has been done in those 
industries. The old wage scale for 
the members of 21 standard unions is 
to go into effect again automatically 
on November 1 of this year, when 
the extended 10 per cent deduction 
agreement expires the night before, 
unless the railroads in the meantime 
are able to bring about a revision 
downward that will run at least until 
economic conditions and railroad earn- 
ings turn upward sharply and defi- 
nitely. 

Problem No. 5.—Supervision and 
regulation of the railroads by the I. C. 
C. is too comprehensive and severe 
and costs the railroads altogether too 
much money for the preparation of 





In this connection it is interesting 
to note that Pennsylvania will pay a 
dividend on its stock this year in order to maintain its 
unbroken record for having made some disbursement each 
year. Net income for 1932 has been officially estimated 
at $1 a share and the dividend of 50 cents a share, recently 
declared, was the same as for 1932. With earnings no 
larger than in 1932, Chesapeake & Ohio and Norfolk & 
Western are likely to keep up their common dividends this 
year, 

Passing on to the remaining problems—no amount of 
arguing can disprove the necessity of further reducing ex- 
penses of government of every kind, so that taxes can be 
brought down sharply. If both these steps are not taken, 
neither the government nor the tax payers can survive. 
Taxes of every kind, particularly on real estate, are sadly 
in arrears all over the country. If they were not so high 
they could be paid more promptly and generally, and the 
various governments would collect considerably more money 
in the aggregate than they have been able to do at the 

igh rates, since the economic depression became so pro- 
nounced. 


F. E. Williamson, president of New York Central Lines, 


says: “For the railroads, some relief from taxation is im- 
perative. If their usefulness as tax payers to the com- 
munities they serve is not to be destroyed, this fact must 
be recognized. As the largest single corporate tax payers 
in the country, the railroads have a personal and vital in- 
terest in the present tax situation. In nearly every state 
covered by New York Central, the railroad is the largest 
individual tax payer. Its taxes in 1932, although 
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reports and statements of almost 
numberless kinds. 

Problem No. 6.—How long will Congress continue to 
fool with the matter of enacting the proper legislation for 
a reasonable regulation by the I. C. C. of the principal 
competing mediums of the steam carriers? No one can 
answer this question, not even the so-called leaders in 
Congress themselves. Unfortunately there are no indica- 
tions of early action on this highly important matter, which 
has been before Congress for several years. 

Before going further it should be reiterated that the 
meeting of outstanding issues of securities maturing this 
year and in the nearby years would not be a big problem, 
even for the weakest roads, with the largest amounts in- 
volved, and under existing economic conditions, except for 
some of the major problems already dealt with and others 
that might be mentioned. 

A year ago it was said: “The problem of rail maturities 
will be solved.” And so it was, but how? Mostly by bor- 
rowing, partly by the exchange of the maturing securities 
for new ones. Broadly speaking, the interest rate was 
— the companies, both on the loans and on the new 

nds. 

For all purposes and from all sources, Class 1 railroads 
of the United States in 1932 borrowed in excess of $650,- 
000,000. This money was obtained, presumably with the 
intention of paying both principal and interest in full. 
U. S. Senator J. Hamilton Lewis is quoted as saying that 
the principal will not be paid and that the government will 

(Please turn to page 454) 
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Five Contenders in the Arena of 
Low-Priced Automobiles 


What Will Be the Effect on Motor Profits? 


By Norman L. SHAEFFER 


T is already evident that competition in the automobile 
industry, and especially in the low-price field, will be 
sharper this year than ever before. For those who can 

afford to buy, this means that the 1933 dollar will go 
farther than before in the purchase of automotive values, 
but for the manufacturers, barring an unexpectedly broad 
revival in general business, it means a none too satisfactory 
profit outlook. 

The output of cars in 1932 was approximately 20 per 
cent of the industry’s capacity, and of this abnormally low 
volume substantially more than half was accounted for by 
three low-price cars—Chevrolet, Ford and Plymouth. In 
the aggregate, the industry's net loss for the year was prob- 
ably $50,000,000. 

As we enter the new year the greatest hope of the in- 
dustry is that an accumulated replacement demand will 
finally be released by a turn for the better in business and 
the resultant gain in public purchasing power. Certainly 
an accumulated desire for automobiles has been built up. 
In 1932, for example, it is estimated that 1,500,000 vehicles 
were junked, the number substantially exceeding new cars 
bought. Over the entire period of depression decline in 
registrations exceeds 4,000,000 cars. 

Potential replacement and effective replacement demand, 
however, are two different things. For the present it re- 
mains clear that the actual market is decidedly inadequate 
in relation to a vast producing capacity. Hence, the con- 
tinued and ever more intensive struggle of individual manu’ 
facturers for the largest possible share of such business as 
is available. 

The strategy 
of all is the same, 
consisting of cut- 
ting costs and 
prices to the bone 
and of offering 
substantially en- 
larged values 
both in per- 
formance and ap- 
pearance. Partic- 


ularly for the larger units in the low-price field it is much 
more than a battle for 1933 profits. It is a struggle to 
maintain and strengthen individual trade positions, with a 
view to the longer outlook. Since the larger companies are 
in exceptionally strong and liquid financial position, there is 
no question of an early easing of competition by retirement 
of any from the field of battle. On the contrary, so far as 
reserve resources go, the leaders are in a position to con 
tinue the struggle indefinitely, with or without profit. 

A retrospective glance at the low-price field over the 
last five or six years reveals several interesting develop- 
ments. The most important of these is the greatly strength- 
ened trade position of Chevrolet, as compared with that 
of Ford, which, while still a powerful factor, no longer 
enjoys its former complete domination in low-price cars. 

At the start of the present depression it appeared that 
Chevrolet and Ford would continue, as they had for several 
years, to control virtually all of the low-price market. Ap- 
proximately eighteen months ago, however, Chrysler, after 
attaining a strong position in the medium-price market 
within a remarkably short space of years, entered the 
Plymouth car in the lowest price market. The success of 
this car within the short space of its career under conditions 
of acute general depression can only be regarded as 
phenomenal. Thus far, of course, its sales do not approach 
those of Chevrolet or Ford, but they are large enough to 
tender in the battle royal. 

In this struggle it is somewhat strange to see two rela- 
tively lightweight contenders now make belated entrance. 

The task that 
they have set is 
‘one of despera- 
tion. The largest 
of these is Willys 
Overland, man- 
agement of which 
is now in the 
hands of pre: 
ferred sharehold- 
(Please turn to 

page 458) 
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Even Tenor of Bonds Encouraging 


General Trend Ignores Uncertain- 
ties in Government Fiscal Policy 


By J. S. WrtiiamMs 


HE sharp rally in bond prices which ushered in the conservative forces will shape Congressional action. 


new year has been followed by moderate corrective 

reaction and this in turn by a quiet stability in which 
tentative evidence of renewed firmness is currently visible. 
Since the speed and scope of the early January advance 
were abnormal, there is no need to seek special causes for 
the market’s subsequent tendency to flatten out. It is 
encouraging, however, that the major part of the year’s 
gain to date has been retained. 

Among the high grade utility and rail bonds continued 
firmness is the rule, although the majority of such issues 
are 1 to 3 points below previous highest quotations. It is 
open to question whether this hesitation in any real degree 
relates to external developments. The maximum prices 
recently achieved by some of the best bonds and the con- 
sequent lowering of yields would appear to constitute 
suficient reason for at least a temporary check upon de- 
mand. 

In some respects the fortitude of the market is surprising. 
The recent increase in bank failures, confined entirely to 
small institutions, has been accepted as a seasonal develop- 
ment, without general significance. Nor has any alarm 
been occasioned by the action of the 


It is worth pointing out, however, that inflation is not 
entirely a matter of deliberate intention. We are actually 
drifting steadily toward forced inflation as long as the 
Government's expenditures continue to exceed revenues by 
so vast a margin. The process of “mopping up” the cumu- 
lative deficits consists simply of continuous Federal borrow- 
ing. Moreover, the funds borrowed are not being had 
from investors at normal rates of interest, but represent 
an increasing absorption of commercial banking credit. 

It need hardly be said that there must be an end to this 
unsound procedure, but at what point it is to be no one 
knows. There is scant evidence of any intention at Wash- 
ington either to increase revenues or to effect really im- 
portant retrenchments in governmental costs. On the 
contrary, the casual manner in which political leaders pro- 
pose vast expenditures for the development of Muscle 
Shoals, not to mention the new $1,500,000,000 scheme of 
farm relief advocated by leading Democratic Senators, in- 
dicates rather plainly the danger of indefinite and contin- 
uing deficits. 

The more speculative bonds currently are marked by 

considerable irregularity of move- 





Federal Reserve System in mod- 
erately reducing its holdings of Gov- 
ernment obligations. How far this 
reversal of policy will go remains 
to be seen, but under present con- 
ditions money rates will necessarily 
remain low and it is probable that a 
fairly substantial reduction in Re- 
serve holdings of Government obli- 
gations would still leave member 
bank excess reserves at a high level. 
As for the longer outlook, one 
wonders how long it will be possible 
to ignore the continuing serious un- 
certainties surrounding our Federal 
fiscal policies. If there is no early 
and substantial improvement in busi- 
ness and commodity prices, it ap- 
pears certain that before the end of 
the year there will have to be a 
show-down on the present growing 
agitation for currency inflation. 
matter, of course, is not immi- 
nent and the answer will be given 
in the new Congress. Apparently 
the markets are convinced that 


~~ 


PRICE SCALE 


THE M.W.S. BOND PRICE AVERAGES 
i 


ment. Several of the motion picture 
issues have developed weakness 
sufficiently acute to suggest ap- 
proaching receiverships or reorgani- 
zations. 

There are several recent develop- 
ments of possible interest in relation 
to speculative rail bonds. First, 
operating expenditures—partly at 
the deferment of maintenance— 
have now been reduced to so low 
a level that it appears possible for 
the Class I roads in the aggregate 
to cover fixed charges for 1933 on 
the present level of traffic. This 
would tend at least to defer im- 
portant receiverships for some time. 
Secondly, the prospect that the 
bankruptcy laws will be revised in 
such manner as to expedite and ease 
the process of reorganization, where 
it is needed, should tend to relieve 
the fears with which such deflation- 
ary adjustments have usually been 
regarded in the past, especially in 
relation to junior bonds. The pro- 








under the Roosevelt leadership 


posed remedy is highly constructive. 
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praisals of active and important 
sented in two parts. The sections alternate with 
appropriate alterations and additions, so that holders 


bonds is pre- 


and prospective buyers of bonds may ‘be constantly in- 


formed as to the effect of developments in the largest 


number of issues. 


It is naturally understood that all the issues men- 
tioned do not constitute recommendations, although the 
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relative merit of each is clearly indicated. For those, 


however, who desire to employ their funds in fixed- 


income-bearing securities, we have 


“starred” those 


which appear to us currently the most desirable on an 
investment basis. Generally, commitments should be 
assumed in accordance with the discussion on the pre- 


vious page. 


Inquiries concerning bonds should be directed to our 


Personal Service Department. 


















Railroads 








Total Amount Fixed Charges 



































funded of this times earnedt 
Company ebt issue Yield to COMMENT 
(mil’ns) (mil’ns) 1981 1982E Callt Recent Maturity 
Atchison, Topeka & Santa Fe Rly. 
General 4s, 1995 ........+.+. 810 152 2.8 1.5 No 95 4.2 High grade investment bond. 
Adjustment 4s, 1995 .. 61 2.8 1.6 NO 87 4.6 Junior to General 4s, but still strong, 
Conv. Deb, 4%s, 1948 . 28 2.8 1.5 102 ’38 92 5.3 Unsecured by mortgage, but coverage for 
charges reassuring. 
%California-Arizona Ist & Ref. 4%, ees 310 33 2.8 1.6 110 97 4.7 High grade, 
%Trans, Short Line 4s, 1968 ............0. 310 23 2.8 1.5 110 95 4.3 Underlies Gen. 4s. High grade. 
Chicago & North Western Rly, Co. 
Ga, Bb, SE ccsivnccccccces oevoctscsocs O08 141 6 3 No 46 10.9 Position weakened by failure to earn 
charges and great size of issue. 
Ist & Ref. 448, 2087 ......ceccecceceee 346 48 6 3 Cc 6 ° Junior to Gen. mtge. bonds, 
20-yr. conv. hig 1DED. .ccccccccccccsces 346 72 6 3 106 ’34* 11 ° Unsecured by mtge. Speculative, 
15-yr, sec, 64s, 1936 .......-...0 socce’ Bee 15 6 3 NO 54 - Secured $18 mil, Gen. 5s. 
Mill., Sparta & Ww W. ist 4s, "87. ..ccccee 946 15 6 3 NO 38 14.4 § High rate per mile and lower earnings 
St. Louis, P, & N, ist 5s, '48..-......0-. F346 10 6 3 NC $1 ee ll adversely affect these issues, 
Chicago Union Station Co. 
Ist “‘A’’ 4%s, 1068 ........ sousbbaveces. OF 60 106 99 4.5 Guarantors include the Burlington and the 
-) §8t. Paul. Further secured by mtge. 
Gtd. Bs, 1944 ......... geceesascscssenes” OF 7 ee 105° 101 4.9 pe AM. guaranteed, but not secured by 
age, 
x%Cinn, Union Terminal ist ‘‘A’’ 4%s, 2020.. 24 24 oi 107% ‘36° 104 4.8 Guarantors include the B. & 0., OC. & 0., 
Norfolk & Western and Pennsylvania. 
Illinois Central R, B. 
Ast Gn, BOSE ...cccccccccccccvccccscccccs SOR 18 8 7 No 18 6.0 Hard to see how this issue could be dis- 
turbed, regardless of future. 
Ref. 46, 1086 ...ccccccccccccescccccccce SOB 62 8 7 - 107% 66 8.6 No longer true investment caliber. 
Coll, Tr. 48, 1962........+. seccetecccces ON 16 8 of NC 61 8.0 Secured by bonds of feeder roads. 
15-¥r. Bec. G4es, 1936 ....-.csccccveccee 362 8 8 7 NO 12 - Somewhat stronger than Ref, 4s, '55. 
4% Leased L. > edlepinspeahnaspcnegaane 362 10 8 7 NO 88 10.6 Not strong. 
50-Yr, 428, 1966 ......ccccccccccccsccee SER 85 8 7 102% ‘36° 87 13.2 U d—Speculati 
44% % Notes 6.1.94 ....ccccccccccccccccee 962 20 8 A 100%* 40 ee U; d—Speculati 
c Div, & Ter. 3%, °61.......... 8362 13 8 7 NO 62 7.38 Fair security only, 
ed Lines Ist Sis, 1956%.......... 362 12 8 7 NO 60 7.5 Rank ahead of Ref. 4s, 1955. 
Louisville Div. & Ter, Ist 3%s, '63...... 362 23 8 7 NC «4 6.8 Medium grade. 
C., St. L, & N. O. Joint 1st Ref. ‘“‘A’’ 5s, 
1963 ...... epecseacensoceseoos SOR 69 8 7 110 ao 12.1 Now almost speculative, 
L., N. 0. & Texas “Coll.” Tr. 4s, '68....... 362 23 8 my NC 44 11.0 Entitled only fair rating. 
Kansas City Southern Rly. 
Ist Ss, 1950 .....-.... eeesscvesesenecce OO 380 11 5 No 61 6.9 Reasonably well-secured issue. 
Ref. & Imp. 5s, BOBO ncccccncccccceccece G8 21 11 5 106 53 11.3 Junior to Ist 3s. 
Texarkana & F. 8. Ist ‘bus, WR ccsherss 20 10 1,0 ee 107% 67 9.4 Now borders upon the speculative, 
“Norfolk & Western 
pelst Cons, 48, 1906 .........ceeeeeeee ee | 41 5.4 4.2 NO 99 4.0 Exceedingly high grade investment. 
Div, ist & ten 4s, 1944 ..... heeshaaane: Oe 85 64 432 105 100 4.0 Subject to uelae liens totaling $51 million, 
but still strong issue. 
St. Paul Un, Depot Ist & Ref, ‘‘A’’ 6s, 1972 15 16 110 ’42¢ 100 5.0 Guarantors include Northern Pacific, Great 


Northern, St. Paul, the Burlington and 
the Rock Island. 




















= Cons. 5s, 9000 ......- crcecrccece ee 25 1.6 9 No 5.2 Better grade. 
Gen. & Ref. ‘‘O’’ 5s, 1979.. cnece OO 49 1.5 9 105 *39* 47 10.7 Junior to 1st Con. 5s. 
Union Pacific Railroad Co. 
xist RB, R. & L. * 4s, 1947....... cocscee 958 100 «2.7 #8 2.0 NO 99 41 Highest grade. 
Ist Lien & Ref. 4s, 2008 ........+. coscce O88 86 2.7 2.0 107% 91 44 — Aha Ist R. R. & L, G. 4s, but 
still s 
40-yr. 4%s, 1967........ vonnsek eessecene 358 27 2.7 2.0 102%* 92 5.0 § Unsecured by a but protected by 
W-yr. 40, WEB ...cccccscccccccccsccces 358 20 2.7 2.0 100 85 4.9 l restrictive pr 
% Oregon Short Line Ist 5s, 1946........... 858 9 8683.7 «(38.0 Nc 106 4.5 High grade. 
bar eg oy R, BR. & Navig. - 
& One * ME. c.acnshbenentenmense 4s 78 55 2 def 105 86 4.9 Guaranteed Union Pacific R. R. 
Oregon RB. R. & Maviz. Cons, ds, 1946... 78 23 2 def No 4.6 Prior in lien to issue above. 
Washington Terminal ist S%s, 1945....... 12 12 os es Nc 4.7 Guaranteed by the 4 & O. and the Phil., 





Balt, & Wash. RB. R. 











Utilities 








American Water Works & ee 
Collateral 944 


eee eee eer eeeeseesene 


Ded. ‘‘A’” Gs, 1975 
M 


W. P. Pub. Ser. Ast Lien 





14 
1.4 
1.7 
4.1 


1.3 
1.3 
1.3 
8.5 


102% 95 
110* 69 
106° 75 
106° 88 
106° 106 


5.6 
8.8 
8.0 
4.6 


Secured stocks and bonds of subsidiaries. 
Better grade. 
Medium grade holding company deb. 


Territory served has been hard hit. 
pecans: Fe good holding. 
High grade investment issue. 


a 
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Public Utilities (Continued) 


Total Amount Fixed Charges 
funded of this times earnedt Price 

Company debt issue SASF" CdZielld to COMMENT 
(mil’ns) (mil’ns) 1931 1982E Callt Recent Maturity 











Am, Tel, = Tel. 
Coll. 5s, 1 dows 67 6.4 6.5 105 106 44 High grade investment, 
KDed. Ge, 1900 ......cccccccces eensuawes 449 120 6.4 6.6 110* 105 4.7 Unsecured by mtge., but well protected by 
earning power. 
Buffalo General Electric 
1st Ref. 5s, 4.1.39 5 rae 106 106 k High grade investment issue, 
xGen. & Ref. *‘B’’ 4%s, 1981 107%4* 105 ; Junior to issue above, but still strong, 
Carolina Power & Lt. Ist & Ref, 5s, '56... . R 105* 71 Medium grade only, 


Central Power & Light Ist 5s, ’56 104%* 62 . Steady decline in coverage for fixed charges, 
Second grade. 








Cleveland Electric ae. Co. 

103* 104 
105 107 
106* 84 


: 
Onrne 


An investment of the highest class. 
Junior to Ist 6s, but still strong, 
Position improved, but still medium grade. 


oP ep 
20 B20 


G 954 

Columbia Gas & Tieetris Deb. 

Consumers Power 
Ist & Ref. 6s, 1.1.36 ....... eae ewees 
lst & Unif. 4%s, 1958.. 

Detroit City Gas Ist “B” bs, "1960... 





Prior in lien to Ist & Unif, issues. 

Com’nw’lth & South. control. High grade. 

Strong bond under influence legal trouble 
with city. 

High grade investment, 

Reasonably good bond. 

Earnings off. Medium grade. 

Fixed charges covered by good margin. 

Better grade holding company obligation. 

Interest well covered. Better grade, 


105 106 
106* 104 
86 


wow | PP, 


Spy 
POO 





Duquesne Light Ist ‘A’ 4%s, 1967.. 
Georgia Power Ist & Ref, 5s, 1967 118 
_Gulf States Utilities 1st & Ref. “A” 6s, 66 21 
“Metropol’n eg) = 4 Ref. re 4%s, 68 41 
National Pr. & Li “B’’ 5s, 2080 281 
Nebraska Power me << 1981.” 20 
New York Edison 
ist Lien & Ref. ‘‘B’’ 5s, 1944 .... 123 
wN. Y. Gas, El, Lt., Ht & Pwr. P, M. 
4s, sasseccoveccoscs OO Nc 
*N. Y. Gas, El, Lt., Ht. & Pwr. Ist 5s, '48 36 6.8 NC 
Northern States Power Co. a) 
Int & Ret. “A'S'Gs, BAL. ccccccccccccces BOO 2.9 105* 
HRef. 4448, 10G] ..cccccccccccccercccscces 100 2.9 105* 


89 
80 
88 
106* 74 


re) 





baa 


we 
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105* 106 


oad 
Co wo aT O| TI 


Strong investment issue. 





Gilt-edged. 
Gilt-edged. 


Sound issue, 

Pledge of 1st & Ref, bonds gives this issue 
identical security, 

Reasonably strong investment issue. 

Assumed Std, Gas. — equity, 

Fairly strong holdin: 

Under on Mid-West receivership. 
Semi-speculative 

Medium grade. Hit by Insull fiasco, 
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Pennsylvania Pwr. & Lt, Ist 4%s, 1981.... 192 2.6 106° 
Standard Pr, & Lt. Deb, 6s, 1967.......... 491 1.5 ee 105° 
Texas El. Service Ist 5s, 1960..........0.. 34 2.3 105* 
West Texas Utilities Ist 6s, 1967......... 25 1.6 ma 108* 


Western United G. & E. Ist “‘A” 5%s, 1955 26 © 2.4 ° 105* 


Industrials 


Aluminum Oo. of America Deb, 5s, 1963.... 94 ; Real caliber di difficult to ascertain. Probably 
Am, I, G, Chem, Gtd. Conv, Deb, 5%s, '49 2.1 110° 83 7.8 Real caliber difficult to ascertain, Probably 
reasonably secure, 
American Radiator Deb. 4%s, 1947....... 1.8 a 101%4* 96 4.9 Business hard hit. Strong bond, however. 
California Packing Conv. Deb. 5s, 1940.... def ay 104* 66 oo This year should be better 
an last, 

General Steel Castings Ist ‘‘A’’ 54%s, 1949.. def 107%* 64 5 Business hard hit. Semi-speculative. 
Goodrich (B. F,) 

ESC OUGS) (RUIN: avaceedawaewenshodectiesec def 107 79 Lack of earning power disquieting, 

15-yr. conv. deb, 68, 1945 ....+sssccevere def ae 106%* 46 ie Junior to Ist 6%s, 


Int, Merc. Marine Ist & Ooll. Tr, 6s, 1941. 2 110 88 ee Speculative. Industry’s condition unsatis- 


factory. 
National Steel Corp. Ist Coll. 58, 1956..... 105* 719 hi Industry hard hit—Medium grade. 
Remington Rand Deb. “‘A” 5%s, 1947..... 104* 51 Speculative, though co. strong financially. 
Shell Union Oil Deb. 6s, 1949.............. 90 90 ef 2 103* 80 7. Now medium grade only. 
Shell Pipe Line Deb, 5s, 1962 .....e.seeeee 2 i 102%* 82 Shell vate guarantees. Charges well 
covered. 
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Sinclair Consol, Oil (Now Consol, oD 
Ist Lien Coll, 78, 9,16,87......sscceccees def 4 102* 99 Secured pledge subsidiary stocks. 
Sinclair Pipe Line oo Btanolind Pipe 
Line) 20-yr. 5s, 1948 ....ccccccscccees 5.1 iF: 108 103 5 Sound issue. 





3.5 defA 102% 108 Well secured. 
3.5 defA 102* 95 K Medium grade industrial bond. 


Short Term Issues 


Due date 
Allis-Chalmers Deb. 58 ....cceccscesceecee Brl.97 14 5 102* 76 12.1 —— a of earning power somewhat 
squie 
Atlantic Refining Deb. 5s .....++- + hee he. B : no 10a 45 Reasonably safe investment, 
xecase, Gas, Light & Coke Ist 6s.......-. 7.1.37 10 = NO 1063.6 Exceedingly high grade investment, 
eral Motors  Reenoneres Deb. 68........ 2.1.87 PF 102* 102 +s Should be turned in. Called 2.1.33, 
Bet OR DO O00 5s cespabussuseeescsssccne LEN 28 ite 108% 100 5.0 ‘‘Medium to high’’ grade issue. 
Humble Oil Prag Refining ‘Deb. DBrcccccccese 61.97 Ke 102 108 4.2 Wide margin earned last year over interest 
requirements. High grade, 

















*New York ry gt Ist & Gen, 4%s...... 11.1.39 Hie 110 106 8.7 Gilt-edged. 
xP are Tel. & Tel, Ist & 5s 1,2.37 os 110 106 3.4 Of the highest grade. 


Col, 2, 
V’ginia Rail & Pr, ‘ist & Ref, (now Ist) bs. 7.1.84 11 105 108 2.9 Strong issue, 


* Our preferences in above list. + Fixed charges times earned is ——s on an “‘over all’ basis, In the case of a railroad, the item includes 
interest on funded debt and other debt, rents for leased reads, miscellaneous rents, etc.; in the case of a public utility it — ‘interest on funded 
ot unfunded debt, subsidiary preferred dividends, minority interest, etc. +An entry such as 105 ’36 means that the bond is not callable until 1936 

the price named. * Indicates that the issue is callable as a whole or in part at grad ing prices. E Estimated. ‘aod earnings, 
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Semi-Annual Dividend Forecast 


Part I— Railroads, Public Utilities, Equipments 


IHE bear market in se- 
curities has now lasted 
for more than three 
years. Viewing the record of 
dwindling earnings, receiver- 
ships, curtailed and passed 
dividends, the unprejudiced 
cannot for a moment contend 
that the decline in prices has 
been unjustified. Many great 
companies would be bankrupt 
but for the Government's aid. 
The public’s purchasing power 
on which so much depends 
has been reduced. Com- 
modity prices in general are 
at, or close to, the lowest 








Two fundamental factors, the industry and 
the company itself, are used to form our rat- 
ings. The letters A, B, C and D are applied 
in rating the industry; and the numerals 
1, 2, 3 and 4 in rating the position of the com- 


pany in that industry. 


INDUSTRY 
A—In a strong and expanding 
position. 
B—In a fairly strong and stable 
position. 


C—Temporarily depressed but 
prospects moderately fa- 
vorable. 


D—Depressed; declining profits; 


no signs of nearby im- 
provement, 


Thus: 


COMPANY 
1—Expanding operations; domi- 


nant in field; strong finan- 


cially. 
2—Good potential earnings; im- 
portant 
financial posi 7 
3—Earnings still relatively low; 
fair financially; business 
volume moderate. 
4—Doubtful outlook; weak finan- 
cial position; unprofitable 
operations. 


following forecast, concentrat- 
ing as it does on the invest- 
ment merit of many important 
companies as well as upon 
their probable dividend action, 
is so vital. Looking at it from 
this broader point of view, the 
investor will find the tables of 
real value. His investment 
program undoubtedly demands 
that part of his funds be 
placed in common stocks. Is. 
sues actually owned at the mo- 
ment can be appraised for their 
right to hold their position in 
his portfolio. New issues can 
be selected on the basis which 





to him seems the best, taking 





levels of the depression. The 
country as a whole is over- 
burdened with debt of a hundred kinds, and more is being 
created. 

Under these conditions the problem of successful invest- 
ment is more difficult than ever. Yet, though the individ- 
ual now fears less for the safety of his invested capital 
and more for the safety of his currency, there is no reason 
for him to abandon himself to whatever may befall. Once 
the various menaces are recognized, much progress has 
been made and it is possible to take counteracting steps. 

As always, common stocks are deserving of attention on 
the part of any man who. desires to maintain the purchas- 
ing power of his capital under every and all conditions. 

It is, however, quite apparent at this time, when the value 
of the monetary unit is in some doubt, that the question 

of mere dividends must assume a position 
of less importance than is customarily the 
case. Investment merit from the point of 
view of price appreciation—or rather the 
maintenance or enhancement of the 
purchasing power of the money in- 
vested—is now more important than 
the nominal percentage return 

on one’s capital. 
It is for this reason that the 


into consideration his indi- 
vidual needs and objects. While it is impossible to reduce 
any system of ratings to an exact science, the one we have 
devised will be found valuable within its inherent limits 
for the aid which it gives in appraising the position of the 
different industries and the position of the various com- 
panies in that industry. 

The more conservative investor will find his requirements, 
also amply met in the tables. Should the receipt of some 
return be one of his essential requirements, the dividend 
currently being paid and the likelihood of its continuance 
also is shown clearly. Those for whom a return is im 
portant, however, will do well to remember that in general 
no unearned dividend can be considered wholly safe, regard: 
less of what appears in an impregnable financial position. 
In order to make the reference easier, we 
have designated by a symbol (see foot- 
notes), those companies which are 
earning their disbursements, 
those which are not earn- 
ing them, and_ those 
which, although they 
pay nothing, are 
earning some- 
thing. 
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Position of Railroad Common Stocks © 


(See Railroad Article on Page 428) 





Earned per Share 


Price Range 











































































































Railroad sien > Recent Divi. ‘Yield Market COMMENT 
1981 1982E__—«High Price dend % Rating \ 
Alabama Great Southern ....... Nil Nil 2% 7 10 pg Peston je sqsestetivg had -Ghtdend~“pusttélithe “ese 
MAMIE sxikoveensvionsey i EE aa ey 1% 4 D-2 citmts dee roamen Bott apucat on. 
likely this year. 
Atlantic Coast Line ......... . 2944 Nl 4 9% 2 D9 Saneie same ro ow, sor ap Bisson meng 
Baltimore & Ohio .............. 06 Mil 8% 8% 10 as es. oa Bn ae ee 
Bangor & Aroostook .........+. 2.67 3.00 85% % 6 28 ~ 2 foee eee 
Boston & Maine ......... oe I a ee 10 “4 roe ee 
Canadian Paciflo ......ccccccee .63 Nil 20% 1% 2 D-3 Net ee oe jer 93 dividend recently omitted 
Central R. R. of New Jersey... 11 Mil 101 25 50 D-3 Wal id tt on 
Chesagethe GOM0 .....s.000 80 80 8% 9% © 2m 80 De Same ey ee maeided ot pant ae 
Chicago Great Western ........ Nil Nil — me 2 ‘i —- CCC 
Chic, Mil,, St. Paul & Pac.... Nil Nil 4% % 2 “ne 
Chicago & Northwestern ....... Nl Nil 14% 2 5 oo Seo ee ee 
Chic., Rook Island & Pac....... Nil = Mil——iss16%—(tiaY 5 ‘Ee 
Colorado & Southern .......... Nil = Mil———ss °2%H_iéCi‘i jh‘: (iC 24: Soe eee Ceres Set Nie eames 
Delaware & Hudson ........... 6.27 5.00 98% Ss 46 DR ag gt BoE accel sia 
Delaware, Lack. & Western 6 Nil 4% 8% 2% 30 ee ee ee Nine omnes 
Erie BR. By ...ee.ees sibdpwitink Nil. NI ny 8 6 > eS = tes cary role of care 
Great Northern (Pref.) ........ 214 Nil 25 5% 10 ”~ Tite ee 
Illinois Central ........ we 2 mm. me - 6 @ 94: ee ee, ee ee See cei 
Kansas City Southern ...... <a ~~ ee 
Lehigh Valley RB, B..........0. Mil Mil 9% 5 18 ee ee 
Louisville & Nashville ....... ‘i -_- -:- me Se & eee 
Missouri-Kansas-Texas ...... a ee 1% 8 at ee 
Missouri Pacific .......... i a. % 8 2 ee ee ee ee 
New York Central ...-........ 49 8 «=Mil 88%H_—<Ci«iHC“‘i«‘ i (—_ =" 
N. ¥., Chic, & St. Louis........ Nil = Nil % 1% 8 Lae ee 
N. ¥., New Haven & Hartford.. 3.04 Mil 81% 6 15 » Soe ee oe 
N. ¥., Ontario & Western ..... 115 1.20 16% 8% 11 4 Renee 
Norfolk & Western ............ 14.89 11.00 185 7. 6 8 Oa 
Northern Pacific ......s0..006. 359 Mil 9% 8% 15 » ee 
Pennsylvania .........+- a’ a’ oe) oe oe a ee ee iin ee 
Pere Marquette ........... cose Mil Nil 18 1% 8 D-4 ro gua as regards earnings and dividends Is 
Pitts, & West Virginia........ 01 Nil 21% 6 9 D-8 pon icy recovery needed for restoration of 
Reading Od, .ccciccoccdsissios) OF 80-68% % oo. 100 88 pg Ststesealy in econmle Te 5 Snes See 
Southern Pacific ......seceseces 1.92 Nil 87% 6% 18 -8 Revenues greatly reduced; carly div. promise Is slight. 





Southern Railway . 


Nil Nil 


18% 2% 


D-4 


Speculative position holds seant promise for the eom- 
men shares. . 











Texas & Pacifio....-...s.c000. 221 Mil 85 18 17 se eee 
Union Pacife ......+sseereoe 9.98 6.90 He ATH 78.00 7.9 ag. Malatenanen of present or somewhat reduand dividend 











Western Maryland .........000. Mil Mil 1% 1% 6 Ce Sapegaay eamadampertescameaihas yaaa 
Western Pacific .......ccsceees Nil Nil 4% % 2 D-4 Weak issue, lacking even speculative appeal. 














E—Estimated, or based on preliminary reports. 
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Utility Income Holds Up 
Comparatively Well 


Weakness in Capital Structures and 
Management Practice Being Remedied 


ESPITE the fact that the public 
utility business began to feel the ad- 
verse effects of depression more in- 

tensely last year, income and profit in this 
division of industry has held up better than 
almost any other one can name. This ap- 
plies particularly to electric and manufac- 
tured gas utilities. The total amount of 
electric power generated was about 12!4% 
less than in 1931, the whole of the loss 
being represented by declines in commercial 
and industrial business, for the residential 
consumption of electric power, except 
towards the end of the period, made steady 
gains. Revenues from ‘manufactured gas 
have held up even better than electric reve- 
nues in general. 

Nevertheless, investments in this division 
of the public utility industry have not 
proved as satisfactory as they should have 
been. Capital structures have been such 
that in many cases the comparatively small 
decline in gross has wiped out the com- 
mon stockholders’ equity. A number of im- 
portant holding companies have failed with 
great loss to their owners and in the consequent proceedings 
many abuses in management practice have been brought to 
light. Despite the many objections to having a government in 
business it is quite clear that there has been reason for the 
Federal investigation and the demand for Federal regulation. 

This, however, may now be unnecessary, for the indus- 
try is proposing to clean its own house. The Edison Elec- 
tric Institute has been formed which is expected to replace 
the National Electrie Light Association and the Association 
of Edison Illuminating Companies. The new body has as 
its main objects the issuance of frequent and full financial 
statements by all companies, certified by an independent firm 
of auditors, and the assurance that all statements and data 
shall be accurate. There is also a provision in the constitu- 
tion which holds that all contracts with an operating com- 
pany for management, engineering or other services shall 
be commensurate with the value of the services rendered. 
If the new code is enforced it will prove undoubtedly 
beneficial to all. 

While the chances for material business improvement re- 
main as uncertain as they are at the moment, the general 
prospects for investment in the electric and manufactured 
gas divisions of the) public utility industry remain as they 
have been for the past three years. There is much choice 
of stable investment material among the stocks of operating 
companies and it has been quite remarkable how the dis- 
bursements on such issues have been maintained. This 
applies also to a number of companies, which technically 
may be classified as “holding,” but which for all intents 
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and purposes are operating organizations, 
There are even a few true holdings com- 
panies whose common stock has a sufh- 
ciently substantial equity to warrant a high 
rating. On the other hand, high-leverage 
holding company common stocks continue 
speculative, as is evidenced by the large 
number of dividend reductions, omissions 
and endangerments. The individual him- 
self must select the category most suited to 
his own needs. There is no industry which 
offers such an investment gamut. It covers 
the entire range from gilt-edged security to 
a commitment more speculative than the 
purchase of a white chip at Monte Carlo. 
The natural gas division has shown up to 
less advantage than its manufactured con- 
temporary. For the first time in ten years 
or more, the consumption of natural gas de- 
clined in 1931. Last year, of course, a fur- 
ther decline was realized—which was the 
more adverse because of the continued ex- 
pansion of facilities. Natural gas facilities 
in many parts of the country are now over’ 
extended and a number of companies have 
stretched their power to sell securities to the breaking point. 
Because natural gas is essentially an industrial fuel, de- 
pendent for the most part on normal industrial activity 
to provide a reasonably prosperous condition, the increasing 
depth of the depression has had particularly adverse effects. 
And as usual it has been the junior stockholders which have 
borne the brunt of the shock. While the future of the 
natural gas industry holds very considerable promise, it is 
a field which the investor must consider distinctly specu’ 
lative. 

The communication division of the public utility industry 
was covered in THE MAGAZINE OF WALL STREET of Janu’ 
ary 21. There is little to be added. Telephone disconnec- 
tions have continued to slow down, at least a negatively 
favorable sign. In the telegraph and cable divisions nothing 
tangible has occurred to alter the rather dreary prospect, 
while our communication interests abroad are still under 
the influence of the drastic curtailment in general business 
activity and have the added disadvantages of political un’ 
rest and fluctuating currencies. From the investors stand 
point, the choice in this division is a quite narrow one. 
Dividends are being paid in only-one important sub-division 
—telephone communication—and their maintenance for the 
most part is somewhat hazardous. In view of the dividend 
uncertainty and the comparatively high market prices pre 
vailing even this situation must be classed as semi-specula- 
tive. Improved earnings and dividend assurance in the 
communication field depends without doubt on a quicken 
ing in trade, both domestic and foreign. 


THE MAGAZINE OF WALL STREET 











The traction outlook on the whole continues unpromis- 
ing. As a result of widespread unemployment, many sys- 
tems are approaching, or have approached, serious crises 
Traction revenues in general were lower in 1932 by 25% 
or more than those of the previous year. While business 
improvement and a corresponding increase in employment 
would undoubtedly have beneficial effects on traction earn- 
ings, the business would still be confronted with so many 
serious fundamental difficulties that the field is definitely 
not an attractive one for the investor at the present time. 
Even if fundamental economic difficulties were not enough, 
the role of political football in which so many traction poli- 


cies are now cast, is a blighting influence which no pur- 
chaser of securities can afford to ignore. 

To sum up then, it would seem that carefully selected 
securities in the electric power or manufactured gas division 
of the public utility business offered the investor the best 
opportunity for an assured and reasonably high return on 
his capital under the set of conditions which currently pre- 
vail. But care in the selection of individual issues is essen- 
tial. It is not only necessary to select issues sound in them- 
selves, but some study should be made as to whether or not 
they are particularly susceptible to rate reductions, or the 
misconceived orders of some radical commission. 








Position of Public Utility Common Stocks 





Price Range 
—! 
High 


Earned per Share 
1931 1982E 


Company 


Recent 
ce 


Divi- 
dend 


Yield Market COMMENT 
% Rating 





American Power & Light..... 2.04 Nil 17% 


No common earnings under present conditions. Divi- 


C-4 dends depend upon marked Improvement. 





a American Tel, & Tel 7.70 


106 


Dividends reeelved from subsidiaries not wholly earned. 
Uniess business picks up shortly, reduction In present 
dividend expected. 


B-g 





American Waterworks . 1,50 


17 


A holding company whose earnings hold up compara- 
tively well. 





American & Foreign Power... Nil 


7 


Chaotie conditions abroad obseure outlook. 





American Gas & Electric 2.40 


$1 


Among the more conservative holdings companies. Divi- 


$1+4% stk dends amply covered. 





@ Associated Gas & El, ‘‘A’’... NF 


Hurdled serious difficulties last year, but further 


obligations to be met. 





e@ Bklyn-Manhattan Transit ... 


Reinstatement of a dividend quite possible within a 
short time. 





*Brooklyn Union Gas 


While further rate reductions are possible, present divi- 
dend should be maintained. 





@ Cities Service 


Outlook for common dividends obseure. 





*Columbia Gas & Electric 


16 


Financlally mueh improved. Cash disbursements likely 
with any general apturn. 





e@ Commonwealth & Southern... 


. Strong financially, but common dividends depend upon 
better business conditions. 





xCommonwealth Edison .... 


5.00 New, lower rate Is well assured. 





%Con, Gas, El. Lt. & P. of Balt. 


No reason to expect any reduction In present rate of 


8.60 disbursements on common. 





x Consolidated Gas of N. Y. .... 


4.00 Present dividend reasonably well assured. 





= Detroit Edison 


trong, conservative company exceptionally affected by 


6.00 s 
és Industrial conditions. Reduction probable. 








*Electric Bond & Share .. 


6% stk Present stock dividend not likely to be eurtalled. 





Electric Power & Light 


Common dividends unlikely for some time. 





= Hudson & Manhattan 


2.50 Equity Is a thin one. Reduction, or omission, likely. 





International Tel, & Tel 


Successful outeome depends upon drastile change In 
world politieal policies. 





Louisville Gas & Elec. ‘‘A’’... 


1,75 Continsanee of dividend seems reasonably well assured. 





*National Power & Light...... 


1.00 Holding 1 y Tees well maintained. Nearby 


redaction not 





*New York Steam 


Wil! probably continue to pay present rate, despite 


2.60 small eoverage In earnings. Expanding. 





xNiagara Hudson Power 


Small Industrial Improvement In upper New York State 


1,20 would make this dividend thoroughly secare. 





*North American 


pany. Both rate and style of 


Conservative holding com 
10% stk present dividend will probably be continued. 





*Pacific Gas & Electric 37 


B-2 


Sound, well managed company, but dividend not en- 
2,00 tirely safe. 





xPacific Lighting ........... oe 


3.00 B-2 Unfavorable decision on rate sult may cause reduction. 





Peoples Gas Lt. & Coke 121 


5,00 B-2 No reason to expect further lowering of dividend. 





* Public Service of N. J. 60 


3.20 B-2 Anything bet a small further reduction unlikely. 





xSouthern California Edison... 82% 


Small coverage in eafnings, but company Is sound and 


B-2 tate may be maintained. 





*Standard Gas & Electric 4.02 uy 


High leverage holding company stock. Future course 


C-8 of dividends uncertain. 





@ Stone & Webster NF 


Disbursements on the common problematieal over the 


C-8 near future, 








United Corp. .......0sccreees 75 14 


C-2 Any possible reduction should be small. 





xUnited Gas Improvement ..... 1.46 22 


Among the ‘fattest’? of holding company equities. 


C-2 Dividend reasonably well assured. 





© United Light & Power “A”... 1,21 9% 1% 


Earnings off. Future dividends depend upon general 


C-3 improvement. 





@ Utilities Power & Light 2,14 10% 1% 


C-8 Transfer of foreign revenues complicating factor. 





Western Union ....ssccsescce 5.71 50 12% 





Failed to cover fixed charges last year and future none 
C-4 too bright. 





E Estimated or actual. NF Not available. a 12 months ended 
* Paying and earning dividends. = Paying, but not earning dividends. 





4 

1 

27 
June 30. 
e@ Not paying, but earning something, 


b 6 months ended December $1. oc Payable in preferred stock. 
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Industrial Stagnation and Lack of 
Purchasing Power Adversely 
Affect Equipments 


Little Improvement Can Be Expected 
Before a Quickening in General Business 


HERE are few lines of endeavor 
which have been harder hit than the 
equipment industry over the past few 

years. This may be attributed to the fact 
that the business is primarily one of man- 
ufacturing producers’ goods—something 
which inevitably suffers during a time of 
depression much worse than the business 
of making consumers’ goods. Their sad 
state is nothing for which the equipments 
themselves can be blamed; it an unavoid- 
able heritage of the business, just as it is 
their heritage to be more than ordinarily 
prosperous when the country as a whole 
is prosperous. Let us take up, however, 
the various divisions in slightly greater 
detail. 

Last year was the worst year in history 
for railroad equipments. As a result of the 
decline in railroad traffic, the potential 
demand for new freight cars, passenger 
cars and locomotives has been drastically 
curtailed. Owing, however, to the finan- 
cial crisis through which most of the roads 
are now passing, the actual demand has 
been reduced to negligible proportions. One need hardly 
say more than that the year 1932 was one in which the 
railroads of the United States ordered two locomotives and 
less than two thousand freight cars. 

There is some hope that the Railroad Equipment Finance 
Corp., formed for the purpose of aiding railroads in the 
financing of equipment purchases, will be, with the aid 
of the government, a stimulating factor. While this may 
be true, however, it would seem that little of a material 
nature can be expected without a marked improvement in 
the general railroad situation. Real prosperity in the rail- 
road equipment field almost certainly depends upon two 
things—a scaling down of topheavy railroad capital struc- 
tures, which would provide roads with funds of their own 
with which to buy equipment, and an improvement in 
traffic to provide the inclination to spend those funds. 

Business equipments, for the most part, reflect the cur- 
tailment of office staffs and the desire of employers to 
economize. It is possible, however, that certain standard 
machines such as typewriters under present conditions are 
having their lives prolonged beyond the point of efficiency. 
At the same time new and improved devices are not being 
installed because of a comparatively high first cost. It is 
likely therefore that a quite important potential demand 
is being built up for office equipment of all kinds. Before 
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such a potential demand becomes effective, 
however, general business improvement 
possibly will have been under way for 
some little time. 

With the daily press full of the farmers’ 
difficulties —— mortgage foreclosures, tax 
sales, farmers’ holidays, farmers’ riots, and 
what the Government proposes to do to 
alleviate the desperate plight of the agri- 
cultural interests—there must be necessarily 
with all this smoke certain valid reasons 
why the agricultural equipments have not, 
and are not, faring well. The future is 
obscure. The fundamental trouble goes 
back to long-ingrained policies of the 
United States Government. Agricultural 
production has been stimulated directly on 
the one hand and half-strangled by tariff 
policies on the other. Who knows what 
the future holds, either for the farmer 
himself, or the companies which are de- 
pendent upon him? 

Manufacturers of machinery and elec- 
trical appliances in general like most of 
their contemporaries in the equipment 

field, are struggling more in the hope of avoiding an operat: 
ing loss than in the hope of actually showing a distributable 
profit. On the basis of current operations, manufacturers 
as a whole have ample equipment. Should they need more, 
perhaps it is bought second-hand, or some machine which 
had been scrapped previously is brought to light and re- 
paired. In the electrical equipment field specifically, the 
near-term outlook is obscured because most generators and 
distributors of power have facilities more than ample to take 
care of their customers’ demands. Finally, machinery and 
electrical equipments in general have felt the adverse effects 
of a curtailed export business, brought about by lack of pur: 
chasing power abroad and aggravated by depreciated cur’ 
rencies and exchange restrictions. 

Nevertheless, considerable hope can be entertained for 
this division over the longer term. With the return to a 
modicum of prosperity there will be again a demand for 
their products, particularly the more efficient devices which 
are continually being perfected. Moreover, hopes for an 
eventual recovery in the machinery and electrical equip: 
ments is the more logical because of the formidably strong 
financial position of many companies. This would enable the 
more fortunately situated to weather a storm even worse 
than the one through which we are passing without the up’ 
heaval and inconvenience of a change in corporate entity. 
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Position of Leading Equipment Stocks 
Railroad 
Earned per Share Price Range 
Company -——1982—_, Recent Divi- Yield Market COMMENT 
1981 1982 High Low Price dend Yo Rating 
| g Amer. Brake Shoe & Foundry. 1.10 nil 17% 6% 11 .60. 5.5 D-3 Failed to report anything on common for last year. 
Dividend not assured. 
American Car & Foundry .... def(a) def(b) 17 3% q D-4 Operating at a large deficit. Unattractive speculation. 
6 mos, 
American Locomotive ........ def def 15%, 35% 7 D-3 Business has almost disappeared. Outlook obscure. 
9 mos. ' 
American Steel Foundries ... def def 15% 3 7 D-3 Strong financially, but currently depressed. 
Baldwin Locomotive ......... def def 12 2 5 D-3 Business 4 declined to negligible proportions, Out- 
look obscure. 
9 mos. Earnings but no reason to expect reduction in 
xGeneral American Tank Oar.. 5.34 1,69 85% 9% 19 1,00 5.2 D-2 present party at yo; for time being. 
xGeneral Railway Signal ..... 3.33 1.55 285% 6% 18 1,00 5.6 D-2 High grade company. Dividend reasonably, if not 
wholly, assured. 
9 mos, 
New York Air Brake ........ def def 144% 4%, 9 D-4 Payments remote and outlook obscure. 
9 mos, Extremely strong finanelally, bnt unearned dividends 
B PWM, . THO). ec ciscccdecncs 61 def 28 10% 23 3.00 13.0 D-2 eannot be paid indefinitely. Except for unexpected im- 
provement, present rate will be reduced. 
6 mos. Earnings are below dividend requirements. Some re- 
a Union Tank Car ............. 1,49 42 19% 11% 13 1,40 10.8 D-2 duction anticipated. 
9 mos. High grade company. _ Current dividend rate, however, 
as Westinghouse Air Brake ... 1,01 33 18% 9% 14 1.00 7.1 D-2 hardly —— on the basis of earnings as they are 
at the momen' 
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Earned per Share Price —- 
—— 1938 —~ Recent Divi- Yield Market 
1931 1932 High Low Price dend % Rating 
6 mos. Will probably report a deficit for last year. Present 
a Burroughs Adding Machine .. 81 08 18% 6% 8 40 5.0 C-3 dividend not safe. 
‘ 9 mos, Earnings have held up remarkably well, but now show 
International Bus. Machines.. 11.49 7.16 117 52% 94 6.00 6.4 B-2 some signs of decline. Current dividend safe for the 
time being. 
9 mos. z Has little speculative attraction under present con- 
National Cash Register ...... .69 def 18% 6% 8 C-3 ditions. 
Remington-Rand ............ def(e) def(f) 1% 1 4 C-8 Strong financially, but deficit large and outlook obscure. 
9 mos, Dividend can hardly be considered safe in view of tne 
a Underwood-Elliot-Fisher ..... 1,79 def 24% 1% 18 -50 3.8 C-8 lack of earnings. 
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Earned per Share Price 
































al Recent Divi- Yield Market 
1931 1932 High Low Price dend % Rating 
Us 3, GOD 5 .s5ceseeseak esas def NF 65% 16% 47 D-3 Hard hit. A speculative favorite which is hardly at- 
tractive on Its own merits. 
9 mos. Strong financially. About $8 million bonds fall due 
a Caterpillar Tractor ......... 72 def 15 4% 8 50 6.3 D-3_ in 1935, however. 
Deere & Co, ...cccccccccseee nil(d) NF 185% 3% 10 D-8 Thoroughly depressed. Not an attrzetive speculation 
under present conditions. 
ws International Harvester ..... nil NF wy 10% 23 1,20 5.2 D-2 The largest and best entrenched of the agricultural 
equipments. Currently depressed and dividend not safe. 
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Earned per Share Price Range 
aoe -——1982——_._ Recent Divi- Yield Market 
1931 1932 High Low Price dend % Rating 
9 mos. Possesses some attraction as an out-and-out specula- 
Allis-Chalmers Mfg. ........-. 96 def 15% 4 8 D-3_ tion. 
6 mos, Earnings off sharply. Present dividend, however, reason- 
xAmer, Machine & Foundry... 1.72 22Y, 1% 13 -80 6.2 C-3 ably safe for a time. 
9 mos. 
Chicago Pneumatic Tool ..... def def 6% 1 3 D-4 Unattractive even as a speculation. 
6 mos, 
Fairbanks, Morse & Co....... def def 6% 2% 4 D-4 Business thoroughly depressed and outlook obscure. 
6 mos. Merits some consideration, but on a speculative basis 
Foster-Wheeler Corp, ........ def def 15% 3 8 D-3 only. 
9 mos. While present earnings show little margin over divi- 
wxGeneral Electric ............ 1.33 264% 8% 15 40 2.7 C-2 dend requirements, if any electrical equipment com- 
: pany has a fature this one has, 
a Ingersoll-Rand .............. def NF 44% 14% 26 1.50 5.6 D-2 Exeeedingly strong financially, but current losses are 
large. Dividend not safe. 
i 9 mos, Continued curtailment of oll well drilling is an ad- 
National Supply ............ def def 13 3% 6 D-3 verse influence. 
| ; 9 mos, Attraction of a strong balance sheet position offset by 
} Westinghouse Electric ....... def def 4314 15% 30 C-3 large losses. 
| ’ 6 mos. Dubious outlook offset to some extent by strong finan- 
| _Worthington Pump & Machy.. def def 24 5 15 __D-3_cial_ position. 
% Paying and earning dividends. s# Paying, but not ae divid ends. @ Not paying, but earning something. NF—Not available. a Year 
ended April 30, '32. b 6 months Oct. 31, '32. d Year to Oct. 32 e Year to March 81, ‘32. {6 months to Sept. 30, "32. 
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Studies in Stock Speculation 


Part III. Determining the Trend—The Dow Theory 


By Frepertck K. Dopce 


This is the third in a series of articles by a skilled mar- 
ket technician on the various phases of scientific specula- 
tion. Former articles appeared in the issue of December 24, 
1932, and January 21, 1933.—Eprror. 


the trend” is fundamentally sound but certainly takes 

a good deal for granted. Looking backward it is so 
easy to see what the main trend of the market was; and 
then it is only a natural human reaction to assume that it 
could have been discerned beforehand. Any statement at any 
time as to what the main trend of the market is, how- 
ever, cannot be more than a supposition. The most that 


aes old standby of advice to speculators “trade with 


RAILS AND INDUSTRIALS 
AVERAGES COMPARED UAN.I930~-APR,I931) 
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can be said is that there are occasions when the evidence 
points very strongly to the conclusion that the stock mar- 
ket is in a major upward or a major downward trend. The 
factors to be considered in trying to determine the main 
trend come under two broad classifications: fundamentals 
and action of the security market itself. 

There have been numerous times when a study of the 
fundamentals would have given the cue as to what the 
subsequent trend of the stock market would be before the 
action of the market itself indicated anything. For ex- 
ample, the recession in general business definitely started 
in the summer of 1929 and this together with other un- 
favorable fundamental factors existing at that time was 
an accurate indication of the major downward movement, 
although it did not start until September when the in- 
dustrial averages reached their record 
high of 381. There are many other 
occasions when fundamentals alone are 
not suggestive of the market trend and 
technical considerations become far more 
indicative. In this article we shall forget 
fundamentals and confine ourselves to a 
discussion of what may be gleaned from 
the action of the market itself in en- 
deavoring to determine the intermediate 
and major trends. 

It is generally conceded by the keenest 
students of price movements that the 
precise point where and when a bull or 
bear market will terminate cannot be 
determined with any degree of accuracy 
and that a change in the main trend can- 
not be forecast from the price movements 
until considerable progress has already 
been made in this new trend. In con 
firmation of this, experienced traders, 
will be found extremely cautious in mak- 
ing any attempt to gauge the peaks and 
depths of the market preferring to con- 
fine their major operations to taking “a 
good slice out of the middle.” 





NOTES 


A—First week in March industrials advanced 
above high point of the October 31st rally, 
whereas rails fell far short of this level. Be- 
ginning of April rails showed declining tend- 
ency in face of advance by industrials, giving 4 
strong down seal for whole market. 

B—Rails failed to go through resistance level 
represented by high b petoce in July, failing to 
confirm advance o ustrials through that o" 
istance level, indicating that the rally woul 
not hold. f 

C—Rails showed weakness in the face 0 
strength by industrials, indicating continuation 
of downward movement. 1 

D—Rails went through resistance _ leve 
formed by trading range in the first part of May: 
A possible buying signal as industrials also wen 

ce level. Rails, how 





through the same r 
ever, did not go through decisively and failure 
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How difficult it is to gauge how far a major stock market 
movement will go has been strikingly illustrated in the past 
gveral years. In 1926 when the Dow, Jones industrial 
aerages were around 150 nobody dreamed, not even the 
violent bulls that they would cross 381 and after having 
reached that figure any prediction that they would decline 
to 41 would have been considered at that time as coming 
from a fit subject for the observation ward. Feeling for 
the top or feeling for the bottom has been a dangerous 
procedure and has resulted in the loss of a great deal of 
money. The bargain hunters of 1930 and 1931 now have 
a painful realization that past performances, current earn- 
ings, financial strength and other factors generally used in 
determining the value of securities are not all that should 
be considered in deciding when to buy. The business of 
the world was out of adjustment and conditions were due 
to grow a great deal worse before they got better. Threat- 
ening situations known to people in high places were kept 
from the knowledge of the general public as long as possible 
and it was a difficult time for the average trader or investor 
to size up the economic situation from a study of funda- 
mentals. At such a time a study of the stock market move- 
ment was of great value for in the prices of securities was 
reflected the fears and doubts existing in important 
quarters. Undoubtedly there are times when the stock 
market will tell a story that nobody else can or 
will tell. 

Movements in the security markets are most easily dis- 
cerned by a study of the averages. These reflect the trends 
among principal groups; and jit is the 


that the trend is still downward and that the rally will not 
hold. These signals cannot, by any means, be regarded as in- 
fallible being subject to confirmation or negation by the sub- 
sequent action of both averages. In the accompanying charts 
it will be noted that in the eight definite signals given, seven 
were immediately confirmed. The one signal notably (D) 
that might be classified as incorrect failed of confirmation 
in the subsequent market action and traders who followed 
it received early warning to abandon the lead. 

There are fundamental reasons why the railroad averages 
have been such a good indicator of the continued down- 
ward trend of the market since the latter part of 1929. 
Rail stocks were not the public favorites in the previous 
bull market, the utilities and industrials having been much 
more in the speculative limelight. . The rail shares conse- 
quently were more largely in the hands of investors than 
in the case of the other two groups and their action was 
more indicative of investment opinion than speculative 
opinion. Sluggishness in the rails and their failure to 
follow to the same degree the rallies that occurred in the 
industrials was naturally to be taken as a rather ominous 
sign showing a lack of faith in the business outlook by 
large investors and other important interests who could 
have been expected otherwise to buy the rails on substan- 
tial set-backs. With the floating supply of railroad stocks 
in the Street of relatively small proportions, had there been 
any good buying in the rails on the way down the rallies 
in this group could have been expected to have been 

(Please turn to page 454) 





relative movements of the major market 
components which is frequently indica- 
tive of intermediate swings which are 
profitable for those speculatively inclined. 
Among the various studies of the move- 
ments of leading groups there was 
evolved, some 30 years ago, the Dow 
theory, which has found considerable 
practical application in many varied 
market periods. 

The Dow theory is founded on the 
relative behavior of 30 leading industrial 
stocks and 20 railroads. One of its 
principal applications is that when the 
market has established a trend in either 
direction, the continuance of that trend 
is forecast so long as the industrial 
and railroad averages confirm each 
other and failure to confirm each other 
indicates a reversal of the movement in 
which they fail to confirm. For ex- 
ample, if in a bear market, industrials 
rally through an important resistance 
point and the rails are unable to rally 
through this resistance point, it is a signal 





of market in the next few days to continue ad- 
vance would have justified abandoning a long 
position had it been taken. 

E—Rails failed to follow rally of industrials, 
eergtting a resumption of the downwazd move- 


F—Industrials advanced above high of two 
Previous rallies, rails failed to do so, indicating 
continuation of decline. 
as pars failed to rally above resistance level 
I ndicated by trading range in the last half of 
throweh’ not confirming advance of industrials 

ough this resistance point and indicating pve tees 
Coptinuation of the decline. 
Pr —Rails advanced decisively through resist- 

ce zone, indicated by the trading range in the 
ind e of June, confirming the advance of the 
yar zToup through this resistance point 
Move naicating a continuation of the upward 





# DOW JONES AVERAGES 


\________ 193 


RAILS AND INDUSTRIALS 
AVERAGES COMPARED (MAY,I93I — AUG,I932) 


INDUSTRIALS * 


O RAILS * 

















for FEBRUARY 4, 1933 











= 











QUAKER OATS CO. 








CREAM OF WHEAT CORP. 





4 


° ° mild 
More Than Thirty Years of Profits | 
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Two Old Established Manufacturers of Breakfast ei 
Foods Worthy of Investment Consideration ae 
ativel 
By Ronatp P. Hartwe.y es 
of ea 
grour 
HROUGHOUT the world millions of people portant source of revenue. Even under normal & indus 
are familiar with “Quaker Oats” and conditions, it is decidedly secondary to the rela’ J while 
“Cream of Wheat” as old friends of the tively stable demand for the company’s packaged J 2mon 
breakfast table. Few trade-marked food products breakfast cereals. Pri 
are better known or better established. One of Since incorporation in 1901 Quaker Oats has J at th 
the producing companies has been eminently suc- made frequent additions to plant facilities and now J comm 
cessful in rolling up profits for thirty-one years, has four main plants in the United States, two in J ducti 
the other for thirty-six -years. Canada, factories‘in England, France, Germany, § urre 
Yet it is a curious fact that, even in the wildest Denmark and Sweden and selling agencies in vari’ J of Lal 
speculative boom ever experienced, the relatively ous other countries. Every principal factory pro —& agrict 
attractive securities of these companies never duces virtually a full line of cereal products, thus J other 
achieved the limelight. For one reason, the two eliminating many distributing problems. There J outpu 
stocks are outstanding in only limited volume after years of has been no broad diversification of products, however, for needs 
conservative and profitable expansion. For another, both macaroni, spaghetti, and pancake flour are all closely re: yet C 
companies have consistently chosen to go their way ignoring _ lated to the original business and animal feeds are by: 
the many possibilities of merger with larger enterprises or products. 
with holding companies and the accompanying possibilities The Quaker Oats program of plant expansion and 
of financial exploitation. modernization was completed in 1930, leaving the enter: 
The fact that each of these companies is chiefly depend- _ prise without any need for important additional capital 
ent on a single major product may be taken as detracting © expenditures for some time to come. In the six years from 
somewhat from the investment position of their securities, | 1925 through 1930 property account, less conservative re’ 
but while this should be taken into consideration it must — serves for depreciation, was increased from $11,554,000 to 
be weighed against the fact that the excellent trade stand- $19,255,000 capital expenditures being made out of earn: 
ing of both specialty products has been maintained for ings, without borrowing or new financing. At the same 
more than three decades. This record is more impressive time, recent years have been featured by maintenance of a 
than theoretical investment rules and well metits inclusion strong current position and by distribution of an enlarged 
of moderate lots of either stock in a diversified list of equity proportion of earnings in dividends. With expansion com: 
commitments. pleted, the company is enabled in all probability to continue 
The Quaker Oats Co. is by far the larger of the two a generally liberal dividend policy. 
and, indeed, is one of the world’s largest cereal food manu- Over the past decade the net earnings of Quaker Oats 
facturers. Its packaged and intensively advertised have shown irregular year-to-year fluctuations 
products are distributed by virtually every grocer within a range roughly marked by a low of approx: 
in this country and Canada as well as by many in imately $5,000,000 in 1923 and a peak of $8,735, 
various foreign countries. “Quaker Oats,” which 000 in 1929. The 1930 net was $6,003,860, or 
the housewife converts into oatmeal, is the com- $7.01 per common share and 1931 net was 
pany’s best seller. Other products include “Puffed $6,856,000, or $8.23 per common share. The 
Rice,” “Puffed Wheat,” “Quaker Crackels,” latter figure, however, was before adjustment 
“Mother's Oats,” “Muffets,” unadvertised lines of of owned securities to market values and before 
macaroni and spaghetti, and, finally, animal and adjustment of foreign net current assets. This ad- 
poultry feeds. : justment would reduce 1931 earnings on the stock 
Because of abnormally low agricultural prices, to $4.96. The company issues no interim reports, 
the animal feed division is not presently an im- “= (Please turn to page 456) 
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Taking the Pulse of Business 


— Progress Toward Recovery Lags 


— Price Weakness Hampers Industries 


early weeks of the new 

year indicate that the 
mild recession in production 
which took place during the 
holiday season is not likely 
to proceed much farther at 
the present time; though it is 
evident that 1933 is not being ushered in with a vigorous 
resumption of such cyclical improvement as became mani- 
fest during the final quarter of 1932. In a few industries— 
such as automobiles, textiles, coal, and building—the physi- 
cal volume of output is at present running a trifle ahead 
of last year; but progress elsewhere is too slow to inspire 
much enthusiasm. Car loadings, thanks largely to a rel- 
atively heavy movement of coal, are at least not increasing 
their 12% lag behind a year ago; though one or two other 
lines—notably petroleum—which hitherto had given signs 
of early conquest of the forces of depression, is losing 
ground again. Real estate, dairy products, the movie 
industry, and tobacco are still harassed by falling prices; 
while the rent situation is monthly becoming more acute 
among chain retail store organizations. 

Probably the two greatest drags upon industrial recovery 
at the present time are continued weakness in agricultural 
commodity prices arising from failure to curtail world pro- 
duction, and the consequent agitation for debasement of our 
currency. According to figures just released by the Bureau 
of Labor, farm products declined 20.8% last year, while non- 
agricultural commodities at wholesale receded only 4.6%. In 
other words, the dollar which the farmer receives for his 
output will now buy only 84% as much of the things he 
needs as it would purchase so recently as a year ago. And 
yet Congress has just voted an appropriation to loan the 


RADE statistics for the 
T Products 


— Maladjustment Between Farm and Other 


— Petroleum Industry Loses Ground 


— Seasonal Forces Dormant 


‘taken drastic steps to curtail world production. 


farmer money to buy seed, 
and so make sure that he 
goes on overproducing! 

So long as we have an 
exportable surplus of the two 
great cash crops, wheat and 
cotton, nothing short of crop 
failures in foreign countries 
or drastic curtailment at home will mend the situation. 
Currency inflation in the United States would only aggra- 
vate the plight of our agricultural population; since it 
would tend to widen the spread in prices between agricul- 
tural and non-agricultural prices, and any resulting rise 
in crop prices here would defeat its own ends by choking 
the export of our surplus. The agricultural crisis is world 
wide, and cannot be corrected by local measures. The 
sugar industry learned this elementary lesson over a year 
ago and has already, through international cooperation, 
Wheat 
and cotton must eventually follow in the footsteps of 
sugar, unless Nature intervenes in the meantime to kill 
the crops. 

The present year promises to be noteworthy for adjust- 
ments of the present strained relations between debtors and 
creditors, either through default or the scaling down of 
debts and interest payments, or perhaps through inflation 
of the currency. The former process is already proceeding 
at an eccelerated pace in both rural and urban centers. In 
the farm districts actual physical resistance is common. 
While the use of force is regrettable, adjustment by any 
means is preferable to debasement of our currency. We 
shall probably manage to escape the perils of actual infla- 
tion; but public agitation of this dangerous panacea in the 
meantime is likely to impair confidence and has indeed 
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already hampered recovery in a number of lines, as may be 
gathered from the following brief survey of a few leading 
industries. 


The Trend of Major Industries 


STEEL—Steel mill activity continues to gain seasonally 
at about the same slow rate as a year ago, and last week 
managed to reach about 17.5% of capacity. Production, 
however, is still about 38% less than in 1932, and distinct 
weakness has developed in the prices obtainable for fin- 
ished products—notably for wire, sheets, and _ strips. 
Further wage cuts are rumored; but any benefit which the 
industry might derive from the resulting reduction in 
operating costs, seems likely to be more than offset by lower 
prices. The present dire plight of the steel industry ap- 
pears to be adequately accounted for by the dearth of new 
corporate capital raised in this country last year, which 
amounted to only 325 millions as contrasted with the 
fabulous sum of 8,639 millions during the boom year, 1929. 
Until a revival of confidence creates a better market for 
new issues of stocks and bonds, there appears to be little 
hope of profits for the majority of steel companies. 


METALS—Prospects of relief from the war debt pay- 
ments are beginning to revive confidence abroad and 
are leading to noticeable business improvement, espe- 
cially in Germany. Ln consequence of this there has 
recently been a growing tendency to anticipate require- 
ments for copper, so that prices in Europe have risen frac- 
tionally from the 5-cent level. Except for silver, which 
spurted sharply last week in response to agitation to re- 
monetize the white metal, the markets for non-ferrous 
metals in this country remain lethargic. Production of 
lead from domestic ores last year was about a third less 
than in 1931; yet stocks on hand continued to accumulate. 
Consumption of zinc in 1932 somewhat exceeded produc- 
tion, so that world stocks were slightly reduced; but recent 
plans to step up operations in order to create employment 
are likely to weaken the statistical situation in this industry. 


PETROLEUM—Petroleum was one of the first of the 
major industries to succumb to the depression and gave 
promise of leading in recovery but conditions have changed. 
It is estimated that, at the end of the present year there 


will be 20% 


year, and even refiners who purchase their crude in th 
open market must suffer from heavy inventory losses, 


DAIRY PRODUCTS—Continued overproduction jp 
the area supplying metropolitan New York, has caused 
another reduction in the price of bottled milk t 
the lowest level in 16 years. The larger companies are 
likely to suffer further decreases in profits as a consequence: 
since overhead and direct expenses have already been re. 
duced about as far as possible, while farmers are showing 
a growing disposition to market their surplus through 
smaller independents rather than accept any further cut 
in the price they receive. Competition is thus being ag 
gravated and seems likely to spread soon to other main 
products, such as ice cream. 


MEAT PACKING—Profits of the leading packers 
suffered from recently falling consumption of meats, and 
inventory losses arising from a more rapid drop in 
prices for finished products than for livestock. In several 
instances dividends have had to to be omitted, and the 
nearby outlook is scarcely promising. 


MERCHANDISING—Total retail trade for last year is 
estimated at 32 billions, a decline of 20% from 1931, and 
36% less than in 1930. Strangely enough this coincides 
closely with the corresponding drop in retail prices; so that 
the actual shrinkage in unit sales in consequence of the de 
pression has apparently amounted to only a few per cent. 
The National Retail Dry Goods Association estimates, in 
fact, that the drop in physical volume of department store 
sales amounted to only 4.2% during the three-year inter 
val between 1929 and 1932. But lower profit margins are 
making it impossible to pay rentals at the high levels of 1929. 


Conclusion 


While the holiday recession in Business Activity appears 
to have been checked, for the time being at least; the 
seasonal improvement which normally sets in early 
in the first quarter is being somewhat delayed this 
year by continued weakness in the price structure 
and by unsettling agitation to inflate the currency. It is 
therefore scarcely surprising that early reports on New 
Orders for the next point on that graph should carry the 
suggestion of a moderate decrease in keeping with the 

we recent mild reces 
sion in Busines 








fewer cars and 
trucks in use 
available for gaso- 
line consumption 
than at the end 
of 1930, and the 
deficiency must 
continue to grow 
for a period after 
the output of 
new cars picks 
up. The result- 
ing decline in 
gasoline consump- 
tion, combined 
with failure to 
enforce _curtail- 
ment measures, 
has at last so de- 
moralized the 
price structure 
that few pro- 
ducers of crude 
can hope to make 
any money this 
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THE TREND OF COMMODITY PRICES 
U.S. DEPARTMENT OF LABOR INDEX-1926=100 


Changes in Major Commodity Price Groups for the 
Fortnight Ended January 21, 1933 
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es: Business Indexes Common Stock Price Index 
tion in 1982 Indexes 1983 Indexes 
} caused Conenrhn—neniny ; re i 
ilk i Low Close of Issues High Low Jan. 14 Jan, 21 Jan, 28 
. to ¥ STOCK .0 17.5 27.4 28@ COMBINED AVERAGE .... 29.9 27.4 29.5 28.2 
es 
é - ie 17.9 $28 3 Agricultural Implements .... 82.3 39.5 2 38.1 
"quence; SE 1.4 6 Amusements 18.7 133 171 163 133 
Deen. re- 35 10.7 14 Automobile Accessories ... 17.5 19.8 t 18:8 
3 6.8 14 Automobiles 10.2 10.9 10.7 10.2 
showing | 16.2 4 56.0 6568 58.0 56.0 
4.8 3 5.6 6.8 7 67 
through 60.1 2 96.0 105.4 101.9 101.6 
her cut [ CALL MONEY 5 Business Machin 45.5 47.4 
sing ag -_ 2 Cans 101.5 108.8 
: 4 8 Chemicals & Dyes 96.3 0 98.4 
Pr main 4 a a Oe Sawa eMac 18.4 18.4 
& 14 Construction & Build. Mat.. 14,1 14,1 
[ S COppee occccccsccce $igiens ° 24.0 24.4 
2 Dairy Products 27.7 
P ackers 7 Department Stores 7.9 
its, and 8 Drug & Toilet Articles ...... 52.2 
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The Macazine of VWVatt Street's 
Common Stock Price INDEX 


1925 CLOSING PRICES = 100 


STEEL OPERATIONS 


WEEKLY AVERAGE 1923-1925=100 


379 STOCKS-H. 173.1-t. 105.6 
428 STOCKS-H.140.7-t. 59.9 
405 STOCKS-H. 844-1. 292 


COMBINED AVERAGE 





INDEX SCALE 


AUTOMOBILE 


40 RAILROADS -H. 169.5-L. 120.8 
40 RAILROADS -H.144.5-L 67.1 
33 RAWLROADS-H. 88.4-L. 22.5 


RAILROADS 


RAILROADS 345 STOCKS 





(An unweighted index of weekly closin ices; compensated for stock dividends, splitups, 
and rights; and covering about 90% of the volume of transactions in all Common Stocks 
listed on the New York Stock Exchange.) 
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Answers to Inquiries 








The Personal Service Department of THE MAGAZINE OF WALL STREET will answer, by mail 
or telegram, inquiries on any listed securities in which you may be interested, or on the stand- 


ing and reliability of your broker. 


This service in conjunction with your subscription should 


represent thousands of dollars in value to you. It is subject only to the following conditions: 
1. Give all necessary facts but be brief. 
2. Confine your requests to three listed securities. 
3. Write full name and address plainly, and enclose stamped, self-addressed envelope. 


4. If not now a paid subscriber, use coupon elsewhere in this issue and send check at same 
time you transmit your first inquiry. 


Special rates upon request for those requiring additional service. 








SEARS, ROEBUCK & CO. 

co agg has advised me to buy Sears, 
Roebuck at prevailing prices (now 195%). 
But, because I understand that mail-order 
earnings are off because of depressed ag- 
ricultural conditions and that sales of tts 
retail stores are curtailed by general un- 
employment, I am wondering on what 
basts to determine the advisability of in- 
vesting in this company. Would you 
advise purchasing the stock at this time? 
—A. J. G., Indianapolis, Ind. 


Operations of Sears, Roebuck & Co. 
during the past few years have been 
extended into the chain store field, with 
the result that current earnings from 
this source are believed to exceed those 
from its mail-order business. This has 
no doubt been accentuated by the lack 
of buying power throughout the agri- 
cultural sections of the country. Should 
some form of legislation to increase 
prices of farm products be enacted, the 
mail-order business will undoubtedly be 
stimulated. Over-the-counter sales have 
also felt the effects of unemployment 
and wage reductions in the industrial 
centers. Dollar sales reported for the 
period from January 2 to December 31, 
1932, reflected conditions by a decline 
of approximately 19% from those of 
the previous year. Although some im- 
provement in business was noted dur- 
ing the latter part of 1932, due to de- 
layed Christmas buying, this is unlikely 
to greatly affect the net loss of $2,- 
893,734 sustained during the 28 weeks 
ended July 16, 1932. This loss is large- 
ly attributable to the abnormal mark- 


down of inventories in July. In spite 
of the unsettled near term outlook, the 
financial position of the company is 
such as to enable it to comfortably 
weather a protracted period of re- 
stricted earnings.. Furthermore, it is so 
firmly entrenched in the retail mer- 
chandising field that any improvement 
in the general economic conditions of 
the country will be quickly reflected in 
increased sales. We regard the shares 
as offering favorable long term appre- 
ciation possibilities and would not be 
averse to limited speculative purchases 
during periods of market weakness. 


McCRORY STORES CORP. 


Unfortunately I have 150 shares of 
McCrory Stores purchased in 1931. If 
I sell out at present prices naturally I 
would have quite a loss. Do you think 
there is a chance that the company can 
pull through? It seems to me that with 
their volume of business, there should be 
some hope. Is there any advantage be- 
ween holding the A and B_  stock?— 
R. J. D., Akron, Ohio. 


The recent appointment of the Irv- 
ing Trust Co. as receiver for McCrory 
Stores Corp. is the result of a combina- 
tion of adverse factors working to the 
detriment of that enterprise. In com- 
mon with other organizations of this 
type, sales during 1932 followed a 
downward course, although in the case 
of McCrory Stores, a decline of 8.3% 
from the preceding year was somewhat 


greater than the average. This factor, 
coupled with the refusal on the part 
of the bank to lend financial aid to the 
enterprise in the face of lower profits 
and restricted earnings outlook, as well 
as the pressing demand of its creditors 
for payment of their bills or accounts, 
made necessary the filing of a voluntary 
petition in bankruptcy in order to pre: 
serve the working assets of the com 
pany. A preliminary report by in 
dependent auditors revealed a current 
ratio of 2.3 to 1 at the close of 1932, 
with cash on hand of approximately 
$996,000, against general creditors’ 
claims of $2,500,000. It is apparent 
from the foregoing that the lack of 
cash, and the unwillingness of its bank 
to extend credit are the direct causes 
for the present status of the company. 
It nevertheless is assuring to note the 
attitude of the company’s creditors, 
particularly their willingness to co 
operate with the management in order 
to enable the company to continue to 
function, thus avoiding the necessity of 
liquidation. In this connection, it is 
reported that as a result of negotiations 
conducted last year, savings in rentals 
already have been effected totalling 
$200,000 annually with additional con- 
cessions in prospect sufficient to double 
this amount. Of course, before any 
consideration can be given to holders 
of the common stock, claims of the gen 
eral creditors, holders of the 5'/% de- 
bentures due 1941, which are outstand- 
ing in the amount of $4,755,000, as 
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yell as holders of mortgages and pur- 
chase money obligations due after 
1932, outstanding in the aggregate of 
$1,294,865, must be settled, to say 
nothing of the 50,000 shares of 6% 
preferred stock (par $100). No defi- 
nite plans of reorganization have been 
proposed ; such action, of necessity, 
must await the completion of the 
yuditors’ report. | Consequently, it is 


well nigh impossible to forecast at this 
time the outlook for the common stock, 


but since little can be salvaged from 
your original investment, we frankly 
fil to recognize the purpose of liqui- 
dating your holdings at current deflated 
levels. On the other hand, we would 
prefer to await publication of a definite 
and satisfactory plan of reorganization 
before counseling the deposit of your 
sock with a protective committee. The 
difference between the common and 
common B shares is that voting power 
is vested in the former. 


AMERICAN HOME PRODUCTS 
CORP. 


My broker has advised me to sell 100 
shaves of American Home Products pur- 
chased at about 52 in 1931. Do you think 
that there is any dividend adjustment 
likely? Would you continue to hold or 
sell on any bulge in prices?’—F. R. K.., 
Paterson, N. J. 


The annual report of American 
Home Products Corp. for the calendar 
year 1932 has not as yet been pub- 
lished, but recent reports indicate the 
statement will make a favorable com- 
parison with that for the calendar year 
1931, despite the vicissitudes of the 
past year. As of November 30, last. 
cash on hand amounted to $2,100,000, 
and total current assets exceeded $6,- 
500,000, against total current liabilities 
of $1,250,000. On June 30, 1932, 
cah amounted to $1,455,173; total 
current assets aggregated $6,018,432 
and current liabilities of $2,832,415. 
The improvement apparent in the latest 
statement is the result of the sale of 
61,100 additional shares of common 
stock last October, at a price of $37.50 
ashare. The proceeds derived from the 
foregoing sale were used to retire $1,- 
500,000 of notes payable, incurred in 
connection with the acquisition of the 
business and assets of John Wyeth & 
Bros., Inc., in 1931 for cash. Although 
ower profit margins were in evidence 
during the greater part of last year, 
economies effected during the period 
enabled the company to report earnings 
for the first eleven months in excess of 
$3.85 a share distributed dividends on 

€ common stock for the period. Sales 
during the month of December are be- 
to have closely approximated 
of the corresponding month of 
193], Furthermore, a moderate-sized 
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epidemic of influenza has evidenced 
itself during recent weeks, a factor that 
doubtless has influenced the business 
volume of American Home Products. 
Although the current quarterly divi- 
dend rate of 35 cents a share cannot 
be regarded as entirely secure, current 
prices for the stock amply discount 
this uncertainty. Moreover, in view 
of the strong trade position of Ameri- 
can Home Products, satisfactory finan- 
cial condition and capable management, 
generally improved business conditions 
should permit satisfactory profits ex- 
pansion. Accordingly, retention of 
your holdings is advocated. 


HOMESTAKE MINING CoO. 


I have a nice profit on 100 shares of 
Homestake Mining Co. purchased in 1931. 
Would you take your profit now or hold 
for even higher prices? Can this com- 
pany continue to grow even when general 
business picks up or will it be adversely 
affected? Will inflation have any effect on 
its outlook?—E. M. F., Albany, N. Y. 


The Homestake Mining Co., one of 
the oldest and largest gold producers in 
the world, operates in the Black Hills 
district of South Dakota. According to 
the latest report, “ore blocked out as- 
sures continuous operation at the pres- 
ent rate for at least ten years.” The 
company has an unusual record of 
monthly dividend disbursements, these 
having been paid regularly since 1897, 
except for the period from May, 1907, 
to early 1908, when a fire caused a 
shut-down of the mines, and in 1920, 
when the post-war boom in commod- 
ity prices raised operating costs and 
made distribution impracticable. At the 
present time, regular monthly dividends 
of 75 cents are being paid; in addition 
two extras of $1 each were declared last 
year. Earnings have climbed steadily 
during the past three years, having 
amounted to $9.70 a share in 1931, 
compared with $5.94 a share in 1930 
and $4.16 in 1929. Full year 1932 
results are believed to have compared 
favorably with those of 1931. While 
it is true that earnings of gold mining 
companies, as a Class, would suffer 
should commodity prices and costs at- 
tain the levels reached in 1929, it is 
believed that such a rise is remote. It 
is difficult to determine just what effect 
on gold producers’ earnings, an infla- 
tionary program might have. If it were 
possible to inflate to any marked ex- 
tent without abandoning the present 
gold standard, then earnings would un- 
doubtedly suffer. If, however, the 
value of the dollar was reduced in re- 
lation to gold, production costs of gold 
producers would be likely to decline. 
This premise is based on the fact that 
the rise in costs would be more than 
offset by the increased number of dol- 
lars received per ounce of gold. In 


the light of the foregoing, and in view 
of the various stages and degrees of 
inflation, it is extremely difficult to an- 
ticipate with accuracy the future price 
trend of gold mining stocks. Never- 
theless, retention of limited speculative 
holdings of Homestake Mining com- 
mon with a view toward further de- 
velopments is justified. 


GOLDMAN-SACHS TRADING 
CORP. 

It seems to me that the present time is 
opportune to buy some Goldman-Sachs 
Trading Corp. as a low-priced speculation 
with great profit possibilities. Last June 
with all investments written down to 
current prices, assets almost equalled the 
present price of the stock and surely the 
value of their investments must have bene- 
fited during the past six months. Will 
their income again shrink in the last half 
of 1933, or is tt likely to show an upward 
trend? Do you advise purchase for specu- 
lative profits now?—H. F. S., Wilming- 
ton, Del. 


The 1932 annual report of tne more 
strongly situated investment trusts cur- 
rently being published reveal a distinct 
trend toward retrenchment. In the 
case of Goldman-Sachs Trading Corp., 
this policy has been in evidence since 
the beginning of 1930, offsetting to a 
degree the drastic deflation of values 
of securities contained in its portfolio 
during the current depression. Ad- 
mittedly, the outlook for the trade and 
security markets is attendant with un- 
certainties, but there is basis for the 
belief that gradual improvement should 
be witnessed during 1933. Obviously, 
such improvement as it appears in evi- 
dence, will be reflected in stock prices. 
The annual statement of Goldman- 
Sachs Trading Corp. for 1932 indicates 
that that company’s shares are in a 
fairly favorable position to participate 
in the advance. Investments, carried 
at the lower of book value or market 
quotations as of December 31, 1932, 
were $40,856,329, whereas value based 
on market quotations at the close of 
last year, or book value amounted to 
$44,646,089. Net asset value of the 
common stock, on a per share basis as 
of December 31, 1932, amounted to 
$5.84, or $1.22 under that of Decem- 
ber 31, 1931; but $1.42 a share above 
that of the 1932 mid-year mark. Al- 
though a net loss of $117,095 was 
reported for last year, the income 
account gave no consideration to profits 
on sales of securities, amounting to 
$195,234, credited to surplus account. 
Furthermore it should be noted that 
bank loans were reduced during the 
period to the extent of $2,375,000; as 
well as an additional $2,000,000 ap- 
propriated for “Reserve for Contin- 
gencies.”” Notes payable, as of Decem- 
ber 31, last, amounted to $7,125,000. 

(Please turn to page 451) 
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YOU CAN BUY 


Good Securities 


in Small or Large Lots on 


Partial 
Payments 


Ask for Booklet M.W. 2, which 
explains our plan and terms 


Odd Lot Orders Solicited 


Outright Purchase or 
Conservative Margin 





James M. Leopold & Co. 


Members New York Stock Exchange 
70 Wall Street New York 
Established 1884 




















STOCKS 
AND 
COMMODITIES 


| Folder explaining margin require- 
| ments, commission charges and 
trading units furnished on request 


Cash or Margin Accounts 
Inquiries Invited 


SPRINGS & CO. 


* BROKERAGE SERVICE SINCE 1698 "" 


_ <_< —< Raitenee 

‘ember: ew Yor ‘otton Exchange 

Xs Chicago Board of Trade 
and other leading exchanges 


| 60 Beaver St. NEW YORK 15 W. 47th St. 
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Wall Street Stock Selector 


W. D. Gann’s latest book brings his “Truth 
of the Stock Tape” up to date; explains 
the 1929 Bull Market and the cause of the 
= which followed. People lose money 
stocks because they guess and gamble 
= hope. The men who make money have 
— rules for trading. You need a 
Wall Street education and this book gives 
you more real market knowledge than you 
can get from any other source. One reader 
writes: “It is truly the most wonderful 
and enlightening book I have ever been 
privileged to study.” The book contains 
41 charts proving the rules. Price % ee 
paid. Description free. Ask for 


FINANCIAL GUARDIAN PUB. CO. 
99 Wall Street New York, N. Y. 
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New York Stock Exchange 


1931 1932 1933 Last Div'a 
a Sale § Per 
A High Low High Lew High Lew 1/25/33 Share 
RN, ca ceacns poeannseeed eras 202% 19% 94 17% 46%, 38 49% 
Atlantic Coast Line ..........++. 120 25 44 9% 23% 1™% 21% 
B 
Baltimore & Ohio ..........-..+. 87% 14 21% % 11% 8% 4 
Bangor & Aroostook ............ 66%, 18 35% 9% 24144 20 241%, 2 
Brooklyn-Manhattan Transit .... 69% 31% 50% 11% 80% 25% ey 
oC 
Canadian Pacific ........0..++8. 45% 10% 20% ™ 14% 12% 12% a 
Chesapeake & Ohio ...........-. 461% 23% 81% 9% 2856 26% 28% 2% 
C. M. & St, Paul & Pacific........ 8% 1% 414 % 2% 1% 2 b 
Chicago & Northwestern ......... 45% 5 14% 2 6% 8% 4% 
Chicago, Rock Is, & Pacific...... 65% 1% 16% 1% 5% 3% 4% 
D 
Delaware & Hudson ..........-. 157% 64 92% 82 58% 45% 47 
Delaware, Lack, & Western...... 102 17% 45% 8% % 2% 25% 
E 
Brie Be Be cccsccccccccccctedoves 39% 5 11% 2 6% 5 6 
G 
Great Northern Pfd, ............ 69% 15% 25 5% 11% 1% 10% 
H 
Hudson & Manhattan ............ 441, 264, 30% 8 15% 14% T16 
I 
Illinois Uentral .............000 89 9% 24% 4% 14% 11% 18% 
Interborough Rapid Transit...... 84 4% 14% 2% 5% 4% 4y, 
EK 
Kansas City Southern ........... 45 6% 15% 2% 8% 1% 78 
L 
Lehigh Valley .......scccesceces 61 8 20% 5 14% 10% 12% 
Louisville & Nashville .......... 111 20%, 38% 1% 27% 21% 255% 
x . 
Mo., Kansas & Texas .........-. 26% 8% 18 1% 1% 5% 7 
Missouri Pactle .......+-..s0000+ 42%, 65 11 1% 4% 2% 8 
24% 8654 8% 21% 16% 18% 
2% 9% Ly 3% 2% 2% 
17 1% 6 17% 13 154 
5% Bs 8% 10% 7 10% 
106% Les 57 124 114 121% g 
14% 28% b% 17% 18 16 
P 
Pennsylvania ...cccecccccceccees 64 16% 23% 6% 19% 18% 18% 50 
z 
ReaGiIng .oiccccccccesccssocccces 974% 3e 58% 9% 82% 24% 28 1 
8 
St. Louis-San Fran, ........++++. 62% 8 6% % 1% 1 1% 
Southern Pacific .....-.sesseeees 109% "se 87% 6% 19% 15 18% 
Southern OT. nc00esa0d0 5000 65% 18% 8% 6% 4% 6% 
uv 
Union Pacifle ...ccccocescecccees 205% 10% 94% 27% 11% 69% 16% 6 
w : 
Western Maryland .....+...-+++- 19% 5 11% 1% 6% 5 ] 
Western Pacifico .......+ssseeee0: 14% 1% 4% % 2 1% 1% 
INDUSTRIALS AND MISCELLANEOUS 
1931 1982 1933 Last _Div'd 
Bale §$ Per 
A High Low High Low High Low 1/25/33 Share 
Ad EEXPTOGS .ccciccccscovcces 2314 8% 9% 1% 5% 4% 45% a 
Air] Reduction, Dibsvssesvecettes 109% 47% 6314 G4, 58% 61% . 
Alaska JUBOAU ...cciscseiceress. 30% & 1% 1% 18% 11% ff ’ 
Allegh COED. ccseces Ye be? | 
Allied Chemical & Dye 188% 64 see iakCC(‘é HC OHCCtiCH:C*«‘C 
Allis Chalmers Mf 42%, 16% 108% 4 9 6% ™% ) 
Amer, Brake Shee & Fdy 38 18% 17% 6% 12 10 10% A 
American Can ......ssseceeceees 129% 58% 3% 62% 54 61% 
Amer. Com’l Alcohol .........--- 144% 5 2 ll 22% 19% 20 
American Ice .....s.eseeecsevees 81% 10% 21% 3% 6% 4% 5% * 
Amer, International Corp......... 26 5 12 2% 8% 6% "% + 
Amer. Power & Light...........- 64% 11% 17% 8 9% 1% + ah 
Amer, Radiator & 8. 8, ........- 21% 5 13%, 8% 1% 6% 6% 
Amer. Rolling 37% 1% 10% 8 10% 1% 9 * 
Amer. ste: orl & Refining 1 21% 5% 14% 12 14% ee 
ry d, oe Se ah gy 3 
‘4 
Amer, Tel & Tel... 118% 187% TH «—«:108%_—«d08H_:CO«d1HHC CP 
Amer, Tobacco Com 6% 50%, 63% 53% 63 5 
Amet. Tob, B .....0.0.- se eeeeees 64 38%, ae 65% 55% 65 1 
Amer. Water Works & Elec 384 11 19% 15% 16% 
Amer. Woolen, 154 38% 15% % 23% “7 * 
Anaconda Copper Mining 9% 19% 8 8% 7 1% ° 
Armour BR ere eS is a ? 1% 1% 1 ‘ 
Atlantis Refining ... 9% 21% 8% 17% 15% 16% i 
Auburn Auto ...... 8% 151% 28% Ye 45 ts] 
Aviation Corp. Del. ........+++++ 6% 2 oe cy ™ 6% : 
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Price Rang f ActiveStock 
INDUSTRIALS and MISCELLANEOUS (Continued) 

t «(Div'a 1981 1988 1933 Last Div'’d 

; $ Per ———_ Ug A -—, sts A $ Per 

$3 Share B High Low High Low High Low 1/25/38 Share 

6 paldwin ae 27% 4% 12 2 6%, 4% 5 oe 

. og ‘a me 14% 4 7 8% 4%, 8% 8% is 
Beatrice Creamery .. ia ae 37 43% 10% 12 10 10 és 
came os Se aloes a5.) ae 12% 18% 4 11% 9% 9% és 

eae 2 e 2 Sere iP wr ps} a 1% 2% inn ee 

I SN be 

a, pein cate Me 43 15% iKC(‘<‘é aH ~OC«*éz OKC 
Borden Company ...+--eeseereeee 16% 35% 20 26% 21% 2 
Borg WAITer ...eeeeeeeeeeeeeeeee 30% 9 14% 8% 9% 8% 8% c 

. Lone Ree ake S “e 

Se bye Ae @% 10% 2% # «#«+7 -— a - Oe 

Giesis Peet Ai a =o . 2. 2 2 

: —. Pad apni.  — i. “ae Say % 46% «. 
Seopiiias TROON oo cccccccecess 10% 15 4% 9% 6% 1% .50 
Cerro de Pasco Copper 9% 15% 3% 85 5% 8% ate 
Ghesapeake Corp, ..----++eeeeeee 13% 20% 4% 16% 14% 16 2 

; COED. coccccccccccccsces 11% 21% 5 17% 18% 14% 1 
Coo-Oola Oo. ...--..-- 120 68% 81% 713% 81%, 7 
Colgate-Palmolive-Peet .. 50% 24 81% 10% 13 11 12% 1 
Oolumbian Oarbon ..... adie $2 41% 12 35% 27% 84%, 2 
Glam, Gas & Elec... .c.ececcceee 4554 11% 21 4 17% 15% 16 1 
Commercial Credit .......s.ce00. 8 11 3% 6 4% Sat: i, 

, Qemm, Inv, Trust.....-..++..... 15% 27% 10% 22% 18% 211% 2 
Commercial 2 hes an 3 o% 18% 4 18% i. 11% 60 
we s,s... 4% 6% we ef Be Te Th ‘60 

109% 57% 81% 634, 58 59% 4 
15% 4%, 9 4 5% 5% Se ks 

, a 62% sont “1 we an an P. 2 > 

7 co ieee ae 

Sioa Sentennes 51% «| IseCiaGCSC‘“‘ SOC CCB 8 

5 9% 3% 6% 514 5% a 
86% 55% 24% 56% 524 55% 3 
2 3% m0 sy me one CS 

21 

1 3% h 2% 2 ; = 

10% 19% 12 19% 18% 18% 1 
&% 12% 1% 13% 12% 138% 1.30 

T%, 18% 5 1314 10% 13 15 
42%, 87 23 381, 34% 36% 4 

, 50% 59% 22 41% 36% 40 2 

: 

] oe 

Pate 7 87% 85% 61% 64 5% 8 

sae 20 32% 8% 20% 18 19 1.20 

‘ie Elec, Power & Light .......+-.++ 60% 9 16 2% 1% 5% 6% s 
Elec, Storage Battery .........- 66 28 33% 12% 25% 23%, 24% 2 
—) . 
Firesto Rubber ......+-- 21 12% 18% 10% 14% 12%, 12% 1 
First wetienel Saree nsiohiee By * 41 54% 385 56 51% 52% 2% 
1 GRR BR ace csiawves goes 88% 2% 5% 1 2% 1% 1% Css 
Freeport Texas Co. ........e+e0e8 4s, 13% 285% 10 26% 23 23% 2 
G 

j 
General Amer, Tank Car......... 13 28 85 9% 19% 165% 18% 1 

| ee Be o% 19s 10% 4% 18 18% 2 
General G. & EB. A. ...ccccccccee 8 oe 

EG: dacs ponncagtes sae mate 8% 16% 14% 15% ".40 

ees og errr 56 28% Ye 19% 27% 23% 2454 2 
SL ANE cw pcaclec casgesice 50 29% 481% 28 41% 38% 401, 8 
General Metors Corp...........+- 48 21% 245% 15 14% 12% 138% 1 

84% 21 285% 6% 217% 138% 17% 1 

57% 12 15% 1% 6% 4 ee 

38% 9% 2, 10% 20% 17% 17% 1 
iy 14% i sy 16% 14 15 1,20 
20% 8% 12% 2% 6% 4% 5 hee 
52% 13% 20%, 5% 18% 14 16% ; 
piv %e %4& 8% %% 18% % % .. 
$ Per Hz 

CMe Wine Ghseitade .....---:.)0+: 108% «68 83 48% 87% 68% 68% 65 

ae Eoasten Oil ef Texas (New)..... 4 oe ne 3 Hi rt 4 “p 
udson Motor Car .........s0000: 2 A 

a Hepp Motor Oar PUES ee aie 13% 8% 5% 1% 38% 2% 2% 

6 I 
’ WE saiisins ni Grensss 25 4% 31% += 28% HHO 
vg ter net ae ce” 17 By CiTHC(‘i‘ia SSCCBMCSC«C* 
a 22% 94% 10% 25% 20% 22% 1.20 
e Inter, 7 12% 8% 814 1% 8 ae 
International Shoe ............0. 54 87 44% 20% 27% 24% 27 2 
ME, OE Di esccccsergesos 38% ™% 15% 2% 8% 6% 1% ne 
ie 15% 38% 10 23% 19% 21% 
9 
9 19% 4% 10% 8% ne 
; . = 6% 10% 8%  s 
5 4% 9% 1/32 A % ae 
1 12% 18% 10 18% 16% 18 1 
; 40% 25 84% 28% 380% 4 
si 80% 47%, 41% 45% 2.40 
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Investment Hints 


and other valuable information 
on trading methods in our help- 
ful booklet, sent free on request. 


Ask for MG-6. 


100 Share or 
Odd Lots 


(HisHoLm & (HAPMAN 


Established 1907 
Members New York Stock Exchange 


52 Broadway New York 














TAX LOSSES! 


Tax officials throughout the coun- 
try have for decades accepted 
our appraisals and accounting 
reports as authentic. Avoid the 
expense of auctioning securities 
to establish values. 


R. M. SMYTHE, Inc. 
99 Wall Street, New York 
Established 1880 





























How Do Investors Rate 
Your Company’s 
Securities ? 


Investors are beginning to think of your 
securities as long-term investments. 

Of course, they are interested in just 
how well your earnings have held up and 
also whether your Company will be one of 
the first to profit by any pickup in business. 

The primary question will be whether or 
not you can maintain your present dividend 
yield or possibly increase it. 

Keep investors informed of your dividend 
action by publishing your policies. Take 
advantage of one of the prime makers of 
good will for your company among secur- 
ity-buyers ! 

More than 60,000 bona fide investors 
constituting the cream of stockholders of 
record in leading corporations read each 
issue of THE MAGAZINE OF WALL STREET 
for investment suggestions. 

Your dividend notice published in these 
columns will be read by security-buyers 
at the time they are seeking sound securi- 
ties to add to their holdings. 


Add The Magazine of Wall Street to 
your list of publications carrying 
your Company’s dividend notices! 


THE MAGAZINE 
OF WALL STREET 
90 Broad St. New York, N. Y. 
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Bonds that can Endure 
Shrinkage of Earnings 


A study of public utility bonds shows 
earnings should be two and a half 
times interest requirements in good 
times. This allows for shrinkage in 


bad times. 





Earnings Over 3 Times Interest 


Earnings, before depreciation, avail- 
able for interest on the 414% First 
Mortgage Gold Bonds, due 1980, of 
the New York State Electric & Gas 
Corporation are now over three times 
requirements. Such a margin of earn- 
ings is reassuring to investors today. 


Prod 
National Power & Light. 
North Amer, Aviation 





General Utility Securities 
Incorporated 


61 Broadway New York City 


Please send me Circular B2 


Name. 








Penney (J. C.) 


Phelps Dodge Corp 
Phillips Petroleum ............-- 
Procter & Gamble .............- 
Public Service of N, J. .........- 

















We Own and Offer for Sale 


Producing 
Oil Royalties 


These profitable rights, se- 
cured by duly recorded Min- 
eral Deeds issued in investor’s 
name yield an attractive 
monthly income. One-eighth 
of the proceeds of each barrel 
of oil produced and sold ac- 
crues to the royalty owner. 
Royalty checks are mailed 
each month direct to the in- 
vestor by the oil companies. 





We do not sell any Stocks or 
Bonds, nor any form of Invest- 
ment Trust participation. 





Send for descriptive booklet ‘“‘M-1" 


LEIGH J. SESSIONS 
CORPORATION 
National City Building 


17 East 42nd Si. New York 
VAnderbilt 3-3407-8 


. Cal, 
Standard Brands eae 6 
Standard Gas & Elec. Co. 
Standard Oil of Calif...........- 
Standard Oil of N. J. ..-.......- 
Stewart-Warner Speedometer .... 
Stone & Webster 
Studebaker Oorp. ..........++.-- 


Texas Pac. 
Tide Water Assoc. Oil... 
Timken Roller Bearing... 
Transamerica Corp. ....- 
Tri-Continental Corp. 




















LOEW’S INCORPORATED 


“THEATRES EVERYWHERE" 


January 20th, 1933 
T= Board of directors has declared a 

uarterly dividend of $1.62)4 per share 
on outstanding $6.50 Cumulative Pre- 


the 15th day of February, 1933 to stock- 
holders of record at the close of business the 
pons ig of January, 1933. Checks will be 


DAVID BERNSTEIN 





Vice President & Treasurer 








New York Stock Exchange 
Price Rangeof Active Stocks 
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Radio Corp, of America.......... 
Radio-Keith- — 


Reynolds (R. J.) Tob. Cl, B...... 
al Dutch 


Safeway Stores .........-+.-++0* 
Sears, Roebuck & Co.......-..+.- 
Seaboard Oil—Del. ..........++.. 





Uv 


Underwood-Elliott-Fisher ........ 
Union Carbide & Carbon......... 
United Aircraft & Trans......... 
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Westinghouse Air Brake onencale a 
Westinghouse Elec. & Mfg.....-- 
White Motor 


eee wees ereereeeres 


Woolworth Co, (F. W.) ....----- 
Wrigley (W. Ir.) ....ceeeeeenee 
+ Bid Price. § Payable in stock. - Ag $ Ol stock. 


When doing business with our advertisers, kindly mention THE MAGAZINE OF WALL STREET 
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Answers to Inquiries 
(Continued from page 447) 
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This item, coupled with the com- 
any'’s investments of 2,653,068 shares 
of Shenandoah Corp. common. stock 
provides a high degree of leverage, 
an important factor in judging the 
prospects for price appreciation for 
the common stock. Admittedly, the 
shares are speculative in character, but 
in view of current deflated prices the 
shares offer long term attraction, and 
we would not oppose accumulation on 
that basis. 


AMERICAN SMELTING & 
REFINING CoO. 


Will you kindly favor me with your 
opinion as to the advisability of continuing 
to hold 100 shares of American Smelting 
& Refining Co. purchased tn 1931. Do 
you think the large losses shown by the 
company in the first half of 1932 will con- 
tinue? Does the acquisition of Federated 
Metals Corp. help any? I would appre- 
ciate an early reply—H. D. O., Spokane, 
Wash. ‘ 


The recent acquisition of the bust- 
ness and assets of Federated Metals 
Corp., the largest buyer and smelter 
of non-ferrous scrap metals in the 
United States, by American Smelting 
% Refining Co. further strengthens the 
grip of that company on the world’s 
smelting business. Heretofore, Ameri- 
can Smelting & Refining Co. has not 
operated in secondary metal business, 
but because of the constantly expand- 
ing scope of this type of business, it is 
believed that this acquisition should 
prove highly lucrative over a period of 
years, 

In reflection of the lethargy in 
the non-ferrous metals industry, profits 
of American Smelting & Refining 
Co. have followed a rather pro- 
nounced downward course during the 
past two years. During the six months 
ended June 30, last, a loss, after metal 
write-offs of $3,112,501, was incurred 
amounting to $3,442,047, in contrast 
with net profits of $1,265,173, or 
$2.53 a share on the 7% Ist preferred 
stock registered in the first half of 
1931. Doubtless a sizable deficit was 
experienced during the final six months 
of the year, although inventory write- 
oe at the year-end likely were less 
a9 than those of June 30. Little 
eer bind of earnings recovery can he 

nably anticipated as long as prices 
or non-ferrous metals remain de- 
Pressed. However, the financial re- 
purces of American Smelting & Re- 
ing Co. are tremendous, and when 
consideration is given to the excep- 
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On the Charlotte 
Harbor course 





A 
Paradise 
For 
Outdoor 
People 


An 18 hole course that bows to no other in Florida—traps—swim- 
ming pool and beach—championship tennis courts—fishing and 
shooting in overwhelming abundance and variety. 


Enjoy sport, comfort and fine food in a friendly atmosphere. Re- 
duced rates. Write Peter Schutt, Manager. 


HOTEL CHARLOTTE HARBOR 


PUNTA GORDA, FLORIDA 
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tionally strong current position, there 
is little cause for concern as to the 
ability of the company to weather a 
protracted period of curtailed opera- 
tions. As of June 30, last, total cur- 
rent and miscellaneous assets aggre- 
gated $61,945,028, $17,388,272 of 
which consisted of cash and U. S. Gov- 
ernment securities, against total current 
and miscellaneous liabilities of $9,791, 
132. We look upon the common stock 
of this enterprise as one of the better 
medium for representation in the non- 
ferrous metals industry, and are in- 
clined to counsel maintenance of your 
present position with a view toward 
eventual earnings recovery. 





STANDARD BRANDS, INC. 


I have been studying the position of 
Standard Brands, Inc., and tt seems to me 
that even though this company’s stock is 
up from its 1932 low it ts still a good one 
to buy at the present time. | Before going 
ahead, however, I find it is well to get 
your advice, and accordingly will appre- 
ciate all information possible as to tts in- 
vestment outlook—R. T. M., Oakland, 


Calif. 

The report of Standard Brands, 
Inc. for the nine months ended 
September 30, 1932, again evidences 
the stability that has characterized its 
earning power since the company’s in- 
ception. Profits amounted to $11, 
305,845 equal, after preferred divi- 
dends, to 85 cents a share on the com- 
mon stock against $12,209,204 or 93 
cents a share in the corresponding in- 
terval of 1931.) 

Despite the decline in earnings 
registered during the first nine months, 
it is believed that inventory write- 
offs at the close of last year were 
less drastic than those of a year earlier, 
with the result that full 1932 returns 
should closely approximate, if not ex- 
ceed, the $1.08 a share reported for 
1931. Thus, it would appear that the 
current annual $1 dividend rate is as- 
sured during early ensuing months, at 
least. 

Although substantial earnings gains 
cannot be reasonably anticipated as 
long as the current deflation trend 
continues, it is enough that earnings de- 
clines will be restricted to the min- 
imum. Moreover, when consideration 
is given to its nation-wide distribution 
system, Standard Brands is in an ex- 
cellent position to reflect general busi- 
ness betterment, and participate fully 
in the next major economic upswing. 
At prevailing quotations, the common 
stock yields slizhtly in excess of 6.5%, 
a rate commensurate to its investment 
caliber. Furthermore, the distinctly 
favorable longer term prospects of the 
company should provide ample basis 
for price enhancement over a period of 


years. 
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Currency Inflation Is Eco- 
nomic Dynamite 
(Continued from page 422) 








through ownership of bonds, mortgages 
and preferred stocks, was eradicated 
for good and all—in France three- 
fourths amputated. Owners of com- 
mon stocks came out on top, as 
they became in effect the debt free 
possessors of all encumbered properties, 
even though for a period the astron- 
omical values of their shares wouldn't 
yield them enough to buy a lump of 
sugar. 

If inflation were to proceed as far 
in this country as in Germany similar 
results would follow in the end except 
as they might be modified to the large 
extent in which securities and mort- 
gages are here payable in gold. In 
Germany and France, as well as in 
England, they were payable in the 
monetary units of the respective coun- 
tries. But as gold would be unprocur- 
able the matter would probably become 
a problem for the equity courts. 

The question is often raised as to 
what would be the effect of extreme 
inflation on banks and insurance com- 
panies. In general it appears that in- 
flation would not affect the banks as 
loan and deposit institutions. Money 
would flow in and out with the rush of 
a tidal rip but it would always be dol- 
lars to the bank both ways, no matter 
how worthless. As to their invest- 
ments they would be in the same posi- 
tion as any individual. In a bookkeep- 
ing way, although their bonds and 
mortgages would be practically worth- 
less they would appear on the books at 
the purchase prices, and they would be 
matured in the same prices. The debtor 
would be enriched in substantial wealth 
but the bank would neither lose nor 
gain in money terms. The bank’s com- 
mon stocks portfolio would gain in 
book value and also in permanent 
value. 

The situation would be much the 
same with insurance companies. They 
would be paid in the same sort 
of money they would pay out, and 
there would be no difficulty in collect- 
ing money or in meeting outgo. It 
would be stage money both ways, but 
would be lawful at its face. Worth- 
less money would come in and worth- 
less money would go out. The com- 
panies might part with bonds and 
mortgages for a song as they matured 
but they would pay their policy holders 
with other songs. The latter would 
hold the bag. The general rule is that 
while inflation is working the creditor 
loses and the debtor gains. 

Aside from his position as debtor or 


creditor, the producer of substantia) 
goods thrives while inflation is infa. 
ing. Real wealth is in demand and he 
can name his own price. As a debtor 
he repays good money in cheap money, 
Maturing and callable bonds and mort. 
gages can be paid off advantageously, 

Experience shows that wages and 
salaries lag behind rises in prices of 
goods, and even when they reach colos. 
sal figures they are practically insuff. 
cient. 

Anybody with cash in the bank 
would be out of luck. His wisey 
course would be to check it out as fast 
as he deposited it. The surest way for 
the savings depositor, then, to save, js 
to quit saving money and spend it for 
real estate or goods. The only course 
under continuous monetary inflation 
for any individual is to get rid of his 
money for something substantial. The 
fastest spender is, then, the best saver. 

The owners of mortgages would be 
keen to foreclose at the earliest oppor: 
tunity. They would recall that delay 
might mean that a fat goose would 
pay off a $25,000 farm mortgage—if 
inflation continued. 

Real estate prices and building would 
boom. 

In general there would be a mad 
flight from money to substance. Who- 
ever buys tomorrow what he might 
have bought today will lose. Business 
would be a riot of activity. Factories 
would hum and jobs would be plentiful 
even though the sweating workers 
starved with fat rolls of currency in 
their pockets. 

In the securities markets common 
stocks would be the thing. Bonds 
would be in the discard. Every 
recession in the dollar would mag 
nify the equity of the former and 
curtail that of the latter. Bond 
interest being in a fixed number of dol: 
lars would decline in purchasing power 
—and so with the principal. A bond 
dollar would still be the standard dol: 
lar for the holder, but the inflated dol: 
lar for the debtor. As for stocks, divi 
dends would mount with inflation and 
quotations would go up as money went 
down, while stockholders would be in 
line to own the business without incum 
brance. 

The foregoing is on the assumption 
that inflation would be of the runway 
variety. Controlled currency inflation 
would work in the same direction, and 
if it resulted in permanent business re 
covery, there would be compensation 
ary consideration for the creditor clas 
But history shows that inflation for in 
flation’s sake cannot be controlled, once 
it gets a good start. And it takes: 
good start to attain the desired results 

Capital would rush to cover abroad 

As for public finances, a rise 
prices would enforce higher taxation or 
more inflation of the currency. Witt 
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WHAT OUR SUBSCRIBERS SAY 


M. H. B. of PennsyWwania 


“My bank has advised me that your 
service is considered reliable and satis- 
factory.” 


G. D. W. of Colorado 


“A trial has shown me that your 
service is what I want.” 


M. W. O. of Texas 


“One commitment of four stocks you 
recommended netted nine points profit 
in about two weeks; another yielded 17 
points in about the same length of 
time. In another instance you got 
your clients out of the market just as 
it began to break and saved them from 
a long dragging decline of two months 
or so. Had I been out of the market 
at the inception of this decline as your 
clients were, and sold short as you 
recommended, I could have made more 
than three-fourths of the $2000 a year 
goal in two months.” 


G. 0. B. of New York 


“I believe your service to be superior 
to any of the others which have come 
to my attention.” 


L. W. F. of Michigan 


“Your service covering the range from 
well chosen speculations to high grade 
investments ig very instructive. At a 
time when I would ordinarjly have 
been out of the market, your advices 
brought me an excellent profit.” 


R. 8. B. of Pennsylvania 


“I have taken The Investment and 
Business Forecast for the past six 
months. My net profits after deduct- 
ing cost of service, telegrams and tele- 
phone charges, brokerage and taxes 
are $248.92. My capital is small so I 
must trade in ten share lots and can 
only follow your Trading Advices.” 


E. N. of Kansas 


“IT will do just as you say for I have 
been making good.” 














Calling the Turns 


RIDAY morning, January 27, on market weakness, 
we telegraphed Trading Advices to our subscribers 
as follows: “Buy at market Atchison and Delaware & 
Hudson.” At the close these commitments showed over 
five points profit and they will be under our continuous 
observation until completed to the best possible advantage. 


This is another illustration of our accuracy in selecting 
market leaders and forecasting their trend. Our previous 
Trading Campaign was completed Wednesday morning, 
January 11—at the peak of a rally—with nine points profit 
on Corn Products and Air Reduction. During 1932 over 
60% profit was available through this program. 


Minimum Capital or Equity 
Needed NOW 


$800 will enable you to follow our Trading Advices or 
Bargain Indicator on a 15-share basis. $500 is sufficient 
for our Unusual Opportunities. Of course, with a larger 
amount, you may increase your operating unit. 


Place your subscription to the FORECAST now in order to 
take full advantage of the anticipated Spring market ad- 
vance. Selected common stocks will bring quick and sub- 
stantial profits during this upmove but it is important 
that you know what and when to buy and when to close out. 


Special Offer 


Return the coupon below with your remittance. Your sub- 
scription will start at once but not date as beginning until 
the next two million share day on the New York Stock 
Exchange. 





+48 This Complete Service for Six Months Only $75 ae 





(a) 
Trading Advices following 
intermediate rallies and de- 
lines (for the purpose of 
securing profits that may be 
applied to the purchase of 
investment and semi-invest- 
ment securities). 


(b) 


Speculative Investments. 


‘ Low-priced common stocks 


that offer outstanding possi- 
bilities for price apprecia- 
tion over a moderate period. 
Recommended and carried in 
our Unusual Opportunities. 


(c) 
Investments for Income 
and Profit. Sound dividend- 
paying common stocks en- 
titled to investment rating, 
with good profit possibilities. 
Recommended and carried in 
our Bargain Indicator. 


(d) 
Investments Mainly for In- 
come but with possibilities 
for enhancement in value due 
to investor demand. Recom- 
mended and carried in our 
Bond and Preferred Stock 
departments. 


So that you may take immediate steps to place your present portfolio on a sound and profit-pointing basis, 
send us with your subscription a list of your security holdings for our analyses and recommendations. 


Tue INVESTMENT AND 
Business Forecast 
of 
The Magazine 
of 
Wall Street 


ee ee 
FEBRUARY 4, 1933 





THE INVESTMENT AND BUSINESS FORECAST 


of The Magazine of Wall Street, 90 Broad Street, New York, N. Y. 
Cable Address: TICKERPUB 


I enclose $75 to cover my six months’ test subscription to The Investment and Business Forecast 


with the understanding ¢ ) ig 1 
the next two million share day on the N. Y. S. E. ($137.50 will cover a 12-months subscription.) 


that my enrollment will start at once, but not date as beginning until 


Pee e meee eee ee ee ee sess eats eet e ee ee eens 


(0 Telegraph me collect your Trading Advices and thereafter as described in (a). 
(1 Telegraph me collect your Unusual Opportunity recommendations and thereafter as described 
in (b). 


Telegraph me collect your Bargain Indicator recommendations and thereafter as described 


in (c) 





inflation continuous, income could 
never catch up with outgo. In the end 
all revenue would be worthless. A 
government bond would be no better 
than that of a fly-by-night mining con- 
cern at the South Pole. All govern- 
ment bond indebtedness would be 
wiped out for nothing. 
en the inevitable collapse came 
benefits of the boom would remain only 
to those who had used them to acquire 
property or discharge debts. And they 
would have their troubles later, when 
reorganization got under way. 

Extensive inflation that did not work 
might make the situation worse than 
in the beginning. The mere threat of 
price inflation might result in a run on 
gold. Government credit would be 
shaken, and the gold standard might 
have to be abandoned. 

The best answer to currency infla- 
tion is the experience of France and 
Germany. The memory of what they 

. underwent makes them today the most 
stalwart opponents of inflation. 








How the Rails Will Meet 
Maturing Debts of 1933 
(Continued from page 429) 








have to take over the railroads. Let 
us hope, for their own future and that 
of their security holders, not to speak 
of the honor of the railway executives 
who negotiated the loans, that the rail- 
roads will pay in full and that private 
ownership and operation will continue. 
If the loans are paid they must be 
funded and the debt and fixed charges 
of the borrowing roads will be in- 
creased accordingly. That in itself 
will add to the problem of meeting 
maturities in the years to come. 

And now for the actual rail maturi- 
ties this year. We have seen that they 
total $336,300,000, and that of this 
amount approximately $131,000,000 is 
represented by equipment trusts and 
the balance of $205,000,000 by bonds 
and notes. There are three large issues 
of as many roads to be met. They are, 
$63,250,000 Baltimore & Ohio 4s 
due March 1, $34,548,000 St. Louis 
Iron Mountain and Southern, Gulf and 
River division 4s due May 1, and $41,- 
963,000 St. Paul, Minneapolis & Mani- 
toba 4s, 44s and 6s on July 1. 

Already the B. & O. plan is well ad- 
vanced, nearly 90 per cent of the bonds 
having assented. It calls for the pay- 
ment of 50 per cent in cash and the 
offering of new refunding 5 per cent 
bonds for the other half. Under exist- 
ing conditions the B. & O. felt com- 
pelled to offer a plan with such terms, 
but it is a costly one, as the $31,625,000 
needed to make the 50 per cent cash 
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payment, was borrowed from the R. F. 
C. at 6 per cent and the new bonds 
carry a 5 per cent coupon instead of 
44 per cent on the old ones. Further- 
more, there will be no reduction in the 
amount of funded debt outstanding as 
a result of this operation, as the 6 per 
cent money borrowed from the R. F. C. 
must be refinanced in due time. 

Missouri Pacific management, ac- 
cording to Washington dispatches, has 
worked out a similar plan for its Iron 
Mountain bonds due May 1. The plan 
is said to call for a loan from the 
R. F. C. for an amount sufficient to 
pay off one-half of the issue, but if this 
is not approved by the I. C. C., enough 
to pay one-quarter. In either instance, 
new bonds will be offered for the bal- 
ance. 

Numerous conferences have been 
held in New York between officials and 
counsel for the Great Northern and the 
company’s bankers and several confer- 
ences in Washington with the R. F. C. 
and the I. C. C. relative to a plan for 
meeting, on July 1, the Manitoba bonds 
already mentioned. This company is 
the backbone of the Great Northern, 
as the Iron Mountain is of the Mis 
souri Pacific. It is understood that 
while a definite plan has not been 
worked out, the offering of an exten- 
sion of the bond for a period of years 
has been carefully considered. This is 
a particularly good bond and is held in 
rather large blocks by insurance com- 
panies and other institutions. It is be- 
lieved that most of them would prefer 
this bond extended to any other than 
the company could offer in exchange. 

The aggregate of maturities in Jan- 
uary was less than $29,000,000. In 
February it will be negligible, rela- 
tively, speaking, as the total is only 
about $8,000,000. March will be one 
of the big months of the year, chiefly 
because of the B. & O. issue on the 
first. The total for the month is over 
$78,000,000. May will be the next 
month with a large total—more than 
$74,000,000. It includes the $34,548,- 
000 Iron Mountain first 4s, $7,000,000 
Boston & Albany debentures (New 
York Central’s only maturing bond 
issue of any account this year) $6,555,- 
000 Chicago & North Western deben- 
tures and nearly $6,000,000 Atlanta & 
Birmingham first 4’s. 

July’s maturities total practically 
$57,000,000, of which about $42,000,- 
000 are the issue of Great Northern’s 
chief subsidiary. Practically $24,000,- 
000 railway securities will mature in 
October, but the aggregate amounts for 
the other months of the year will be 
comparatively small, $10,000,000 or 
less each: 

It is expected that these maturities 
will be met if the cash requirements 
can be obtained from the R. F. C. If 
not, it would seem that several even 
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good-sized. roads may be forced into 
receivership. At best the refunding 
that will be undertaken can be justified 
only by the exigencies of the times, 
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Studies in Stock Speculation 
(Continued from page 441) 








much sharper and better sustained than 
they were. Moreover as the decline 
progressed the supply of rai! shares in 
the street became larger and shorts 
found it less difficult to borrow, indi- 
cating that important holdings had 
been liquidated to a considerable degree 
and had passed from strong to weak 
hands. 

As the next bull market develops it 
is probable that the railroad issues will 
be prominent in the advance and the 
action of the railroad averages should 
be watched closely to try to determine 
from their action the main trend of the 
market. They are nearly all high 
leverage stocks and a moderate increase 
in gross business means a very substan- 
tial improvement in the balance avail- 
able for the common stocks. 

According to the Dow theory there 
are, simultaneously, three movements 
in progress in the stock market. The 
major movement, corresponding to bull 
or bear markets, the secondary move- 
ment represented by sharp rallies in 
primary bear markets and sharp reac- 
tions in primary bull markets and lastly 
the minor fluctuations that occur from 
day to day. 

It is considered a bull period 
as long as high points in second 
ary movements exceed the previous 
high points and a bear period when 
the low points become lower than the 
previous low points. Obviously, under 
this theory a major, or underlying, 
trend is not indicated until it has 
already progressed a long way. For 
example, at the present time the Dow 
Theory would give no indication that 
we are in a major upward trend until 
both railroad and industrial averages 
go higher than the high points reached 
in the August-September rally or ap 
proximately 80 for the industrials and 
40 for the rails. 

But for purposes of this discussion 
that is, speculation or trading, we are 
more concerned with the intermediate 
swing of a month or more than with 
the long term trends. For the specu 
lator, the determination of major 
trends by the Dow theory involves too 
long a period of time to be of muck 
real value but as can be seen in the 
accompanying charts this theory as ap 
plied in forecasting the intermediate 
trends frequently is of immediate prac 
tical use. 
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For What Are You Waiting ? 


New Philosophy of Investment and Trading Points Way 
To Capital Protection and Profits in Present Market 


headway have adopted a new phi- 
losophy of investment and trading 
—a plan that clearly points the way to 
protection and growth. They have quit 
hoping to recover losses by following the 


Pr ieee who are making financial 


same rule-of-thumb method that proved, 


such costly, half-true guides. 

They have discarded the theory that 
the best policy is to “buy and hold’— 
they know that they overlook valuable 
profit opportunities if they “wait for the 
turn,” without having any means of 
recognizing the “turn.” 

But it is not to THE turn that sound 
investors and successful traders look for 
protection and profits. Knowing that “if 
you are right in the short swings you are 
bound to be right in the long pull” they 
look to all TURNS. 


Capital CAN Be Made 
to Grow—Today 


By adopting a flexible, open-minded 
investment and trading policy it is pos- 
sible to make money today. For, as in 
business, turnover is the first principle of 
sound investment. A series of small profits 
through capitalizing short swings—when 
they are available—involves far less risk 
than waiting for the profit that may come 
from a “long-pull” investment. 

The question then arises, how is one 
to KNOW when to take advantage of 
such a turn? But the question really is 
incomplete. The problem actually requires 
for its solution a practical knowledge of 
WHEN to buy—and sell, WHICH securi- 
tes and at WHAT price. 

In the hope of obtaining such vital 
knowledge, investors for years turned to 
statistics. Recent events, however,. have 
proved that raw statistics are mere rec- 
ords and. do not foretell market action. 
What set of figures can you choose that 
will forecast a turn in the market? Or, 
to what set of figures can you point that 
definitely foretold even one important 
market turn in the last three years? 
_The answer is that there are other 
actors that govern the market price ot 
Securities, 

Price movements, it now is recognized, 
are governed by forces within the market 
itself. Only through the correct inter- 
pretation of the effect of these forces can 
Price movements be foretold with any de- 
gree of accuracy. 

This new philosophy of investment and 
trading points the way to security and capi- 
t appreciation in the present market. 
rough it capital is being made to grow— 

y. 
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A Sound Method of 
Getting Ahead Financially 


A.W. Wetsel Advisory Service, Inc., ac- 
“epting this philosophy as the only sound 
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By A. W. WETSEL 





THE WETSEL RECORD 


WETSEL TECHNICAL FACTORS, de- 
veloped through years of intimate mar- 
ket study, foretold: 


—the October, 1929, break in 
September—and again on Oc- 
tober 7 of that year. 


—the rising market that fol- 
lowed the break and at what 
prices to get out on that rally. 


—the break of April, .1931, pre- 
ceding which time Mr. Wetsel 
dictated his memorable tele- 

ram, “Market absolutely 
opeless—sell all trading and 
investment holdings.” 


—the rising market of last sum- 
mer. Two days before that 
tise began, Wetsel clients were 
advised to cover short posi- 
tions. On July 9 advice was 
issued to buy on a broad scale. 

—again, on November 3, when 
the market was dormant with 
pre-election inactivity, pur- 
chases on a broad scale were 
advised in order to take ad- 
vantage of the post-election 
rise—which occurred, 











method of protecting and building capital, 
is engaged in correlating and interpreting 
the market forces that govern security 
prices and their turns. The above cita- 
tions,* taken from the Wetsel record, are 
given because the dates and what they sig- 
nify are so well known. These major 
swings, however, also emphasize the neces- 
sity for forecasting the short swings, 
which in the aggregate are even more 
important. 

Through adoption of a flexible investment 
and trading policy, and by correct interpre- 
tation of the short and intermediary swings, 
true conservatism is obtained, securities 
safeguarded and growth fostered. To you 
who have been losing valuable opportunities 
waiting for another prolonged bull market 
this new philosophy supplies a plan for 
shortening the time when you may recoup 
your losses—enables you to formulate a re- 


The A. W. Wetsel Advisory = *~~ ~~~ 


A. W. Wetsel Advisory Service, Inc. 
Chrysler Building, New York 


Service, Inc., is an organiza- 
tion founded to give investors 
an absolutely disinterested and 
independent investment man- 


tirement plan of your own, without an age 
limit—a means of getting ahead financially. 


Look to 1933 With 
Confidence 


As the New Year gets under way the 
market, in all probability, will pass into a 
new stage which will, we believe, lead to a 
period of selectivity wherein individual 
issues will reflect their individual technical 
positions. For the last three years the 
question of WHEN to buy and sell was of 
paramount importance. But in a period of 
selectivity a knowledge of WHICH securi- 
ties becomes equally necessary. 

Such a market affords excellent oppor- 
tunities for the informed investor to fortify 
his position and increase his capital. With 
knowledge of the laws that govern market 
movements and correct application of tech- 
nical market factors, you can look to 1933 
with confidence. 


Send for This Free Folder 


This new philosophy of investment and 
trading is outlined more fully in a remark- 
able article by a staff-member of this or- 
ganization. Exposing the dangers of fol- 
lowing popular investment fallacies and half- 
truths (developed in boom times), it deals 
fearlessly and specifically from the technical 
viewpoint with such puzzling questions as, 
which securities to deal in; when to buy and 
sell; the secret of forecasting trends; which 
are forecasting factors, and other vital 
problems affecting true conservatism and 
capital growth. . 

Send for this free folder—see for your- 
self HOW this new philosophy protects 
and builds up capital. Mail the coupon 
now. 


A. W. Wetsel Advisory Service, Inc. 
Investment Counsellors 


Chrysler Building New York 


Please send me, without obligation, your analytical 
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KEEP POSTED 


The pieces of literature listed below 
have been prepared with the utmost care 
by business houses advertising in this 
issue. They will be sent free upon re- 
quest, direct from the issuing houses. 
Please ask for them by number. We 
urge our readers to take full advantage 
of this service. Address Keep Posted 
Department Magazine of Wall Street, 90 
Broad Street, New York, N. Y. 





“ODD LOT TRADING” 
John Muir & Co., members New York Stock 
Exchange, are distributing their booklet to 
investors. (225). 


A COMPLETE FINANCIAL LIBRARY IN 8 VOLUMES 
These eight Standard Books, published by 
The Magazine of Wall Street, cover every 
phase of modern security trading and in- 
vesting. Available at new low prices. 
Write for descriptive circular. (752). 


WHEN TO BUY AND WHEN TO SELL 
The Investment and Business Forecast, a 
security advisory service, conducted by The 
Magazine of Wall Street, definitely advises 
subscribers what securities to buy or sell 
short and when to close out or cover. (783). 


“TRADING METHODS” 
This handbook, issued by Chisholm & Chap- 
man, contains much helpful information for 
traders. A copy together with their Mar- 
ket Letter will be mailed upon request. 
(785). 


PARTIAL PAYMENT PLAN 
An old established New York Stock Exchange 
house is issuing a booklet describing a method 
by which listed securities may be bought on 
monthly installments in odd or full lots. 
(813). 


INVESTMENT PROFIT INSURANCE 
The most logical form of investment profit 
insurance is represented by the personal and 
continuous counsel rendered by the Invest- 
ment Management Service. Write for full 
information. No obligation. (861). 


“SOME FINANCIAL FACTS” 
An interesting booklet issued upon request 
by the Bell Telephone Securities Co. (875). 


ELECTRIC BOND & SHARE CO. 
Full information or reports on companies 
identified with Blectric Bond & Share Co. 
furnished upon request. (898). 


“HOW TO PROTECT YOUR CAPITAL AND ACCELER- 
4TE ITS GROWTH—THROUGH TRADING” 
Is the title of an interesting article by E. B 
Harmon of A. W. Wetsel Advisory Service, 
sent to investors on request. (936). 


MARGIN REQUIREMENTS, COMMISSION CHARGES 
Springs & Co. have prepared a folder ex- 
plaining margin requirements, commission 
charges and trading units. Copies gladly 
sent to investors and traders, (939). 


“ANNUAL REPORT” 
Descriptive and statistical information re- 
garding the Associated Gas & Electric Co. 
sent upon request. (945). 














To Presidents :— 


Create Investor Confidence 
by Advertising 
the Fact that 
You Pay Dividends Regularly! 
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New York Curb Exchange 











IMPORTANT ISSUES 
Quotations as of Recent Date 


1983 
Price Range 
——"— Recent 
Name and Dividend High Low Price 
Alum. Co, of Amer.......--. - 544% 4% 51% 
Alum, Co. of Amer, Pfd, (3).. 44 40% 42% 
Amer, Cit. P. & L. B, (.15).. 5% 4% 5% 


Amer. Cyanamid B ......... 4% 4% 4% 
Amer. & For. Pr. war.......+ 5% 4y, 4% 
Amer, Gas & Elec. (1)....... 838% 29% 30% 
Amer. Lt. & Tr. (2)......++. 19% 16% 19% 
Amer. Superpower ........... 5% 4% 4% 
Assoc, Gas Elec. ‘‘A’’........ 25 1% 2 
"ADS 2 See 8% 1% 1% 
Buffalo, N. & E. P, 1st Pfd. 

> eat ohewabetoen estan s 91 % 
Cities Service .......... 8% 2% 2% 







Cleve, El. Til, (1.60)...... - & 805 
Commonwealth Edison (5).... 82% 74% 76% 
Consol, Gas Balt. (3.60)..... 6214 
Cord Corp. J53, ee 5% 
Deere & 1% 8% 9% 


Elec, Bond & Share Pfd. (6).. 48% 39 41% 


Elec, Pr. Assoc, A (.40)..... 4y%, 8% 3% 
Ford Motor, Can. A ... bo 6% 6% 
Ford Motor, Ltd. .... a | 















1983 
———— Becen 
Name and Dividend High Low Pre 
General Aviation .....-...... 4% 2% 4% 
Goldman Sachs T, .........++ 85% 2% 2% 
Grayman Corp. (1) .......... 21% #4=19 21 
Sg Le Seer 29%, 26% 27 
Hudson Bay M. & 8. ........ 8% 2% sy 
Humble Oil (2) .......-..00. 45 44 44 
Inter, Petrol (1)............, 10% 10% 
Nat, Bellas Hess ............ % % 
Mat. P. & L. Pid. (6)........ @ 65 6Ty, 
Newmont Mining ........ > 15% 
New Jersey Zinc (2).........+ 2856 28% 
Niagara Hudson Pwr. (1.20).. 16% 144 14% 
Penroad Corp, ...... oo «=—8RGE 1% 1% 
St. Regis Paper ........ ae 2% 3 
Salt Creek Prod. (1)........+ 4% 85% 4 
Sou, Cal. Edison Pfd. B (1%). 24% 28% my 
Standard Oil of Ind. (1)...... 22% 21 
Stutz Motor Oar ......... -- 174% 156% WW 
Swift & Co. ...22.... -- 8% Mm 8% 
Teck Hughes (,60) . eo, a 3H = BY 
United Founders .. 1% 1% 14% 
United Gas Corp. ...... «. &%&% 1% 1% 
United Lt. & Pow. A........+ 4% 8y 44 











More Than Thirty Years of 
Profits Strong Today 
(Continued from page 442) 








Its 1932 annual statement is scheduled 
to be issued February 17, at which time 
dividend action also will be taken. In 
recognition of profit fluctuations, the 
policy of the management has been to 
pay $4 regularly and varying extras 
which in recent years have ranged from 
$3 to $4 per share. It need hardly be 
said that any decision as to accumula- 
tion of the stock should be withheld 
pending an opportunity to examine the 
forthcoming report for the most recent 
official figures. 

The most important element of pro- 
duction cost for Quaker Oats is the 
grain, chiefly oats, which constitutes 
the major portion of inventories. In the 
past the management, the chief mem- 
bers of which have been identified with 
the enterprise for many years, has re- 
lied upon its experienced judgment in 
accumulating supplies when market 
prices appeared favorable, seldom re- 
sorting to hedging practices. 

Over many years this policy appears 
to have justified itself, resulting at times 
in inventory losses and at times in in- 
ventory appreciation. It is largely this 
variable which has accounted for 
moderate year-to-year fluctuations in 
earnings. 

The abnormal conditions of depres 
sion have, of course, not found this 
company depression-proof. Its prod- 


ucts have to compete with other foods, 
in which there have been severe price 
declines, and it has made several down- 
ward adjustments in conformity with 
declining oat quotations. The latest 
price cut, made in December, amounted 
to nearly 30 per cent, bringing retail 
prices of the Quaker Oats breakfast 
cereals down to a point from one-third 
to one-half less than the level of two 
years ago. 

Although official figures will not be 
available for a fortnight, it appears 
probable that they will reveal no par- 
ticularly serious inventory problem dur- 
ing 1932. In view of the indicated 
trend of the market, the company is re 
ported to have covered its grain re 
quirements as closely as its normal op’ 
erations permitted. Moreover, cats, 
now selling around 17 cents, show a 
decline of only approximately 9 cents a 
bushel since the close of 1931, this 
recession having been relatively gradual 
and spread over a period of twelve 
months during which downturns have 
at no time been sharp. 

In addition to the economies involved 


in lower raw material prices other sub 


stantial operating economies have 
effected, but these will hardly offset the 
double effect of lower retail prices and 
reduced public purchasing power. Ac 
cordingly, the forthcoming ann 
report is expected to show some shrink 
age in profits. 
The Quaker Oats capitalization * 
simple. There is neither funded not 
floating debt, 180,000 shares of $6 
cumulative preferred stock being fol 
lowed by 702,000 shares of no pa 
value common. Net working ca 
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and steel. 


in a private residence. 


or longer stays. 


SINGLE ROOMS FROM $5 
Henry A. Rost, Managing Director 


OVERLOOKING CENTRAL 





SAVOY-PLAZA is a name that is synonymous 
with luxurious living ... majestic and impressive with 
the 840 acres of Central Park at its doors...a setting 
one hardly hopes for in the towering city of stone 







Whether you require one or more rooms you will 
find them spacious and comfortable. There are spe- 
cial suites of various sizes exquisitely conceived as 


The rates are most reasonable, especially formonthly 


SAVON-PLAZA 


PARK 


FIFTH AVENUE, NEW YORK, 58TH TO 59TH STREETS 


























according to the latest available balance 
sheet, is $26,956,000, including $21,- 
204,000 in cash or its equivalent, and 
current liabilities only $4,783,000. — 

The Cream of Wheat Corp. since 
1897 has concentrated on the manu- 
facture of a single breakfast cereal in 
a single factory in Minneapolis, and 
through extensive advertising and the 
quality appeal of its product has built 
up a relatively stable demand through- 
out a large part of the civilized world. 

For the greater part of its long and 
successful career this enterprise was 
closely owned, constituting something 
in the way of a virtually private “gold 
mine.” There were only 400 shares of 
capital stock outstanding, on which the 
dividend ranged from $2,500 to $3,000 
per share annually. The present cor- 
poration was organized in 1929, the 
stock was split 1,500-for-1 and the new 
shares were listed on the New York 
Stock Exchange. In order to assure 
continuity of former policies and inde- 
pendence, all capital stock is held -in a 
voting trust agreement until 1939. 

The 600,000 shares of stock consti- 
tute sole capitalization, the company 
having no funded debt or preferred 
stock. The dividend is $2. Extra div- 
idends of 50 cents a share were paid in 
1930 and 1931, and an extra of 25 
cents in 1932. The aggregate divi- 
dends paid on the 600,000 shares of 
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stock and the proportion of total net 
earnings distributed in dividends are 
approximately what they were before 
the old stock was split and listed, in- 
dicating, along with a sound current 
and balance sheet position, that the 
change of capitalization followed con- 
servative lines. 

Prior to the present depression, earn- 
ings of Cream of Wheat expanded 
gradually but consistently, net income 
virtually doubling between 1925 and 
1929, in which year it reached a peak 
of $1,882,122 or $3.13 per share of 
common. In 1930 net profit was $3.11 
per share. Subsequently the effects of 
acute depression, reduced public pur- 
chasing power and rapid commodity 
price decline could not be entirely 
avoided. Earnings fell to $2.72 per 
share in 1931 and for 1932 may be 
estimated as probably between $2.30 
and $2.40 per share, the company’s re- 
port for the first nine months of the 
year showing $1.65, as compared with 
$1.89 in the corresponding period of 
1931. 

As these figures indicate, operating 
economies have run a very good race 
with reduced demand and lower prices 
for the product. The inventory prob- 
lem involved in fluctuations in wheat 
prices has never proved serious for 
Cream of Wheat. Its policy is to buy 
with close regard for current needs, 
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Write J. F. Vallely. 


One of 
America’s Front 
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Resorts 


Golf, tennis, bathing, 
Comfort and 
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Quotations as of Recent Date 


Alpha Port Cement Pfd. (7) 
American Book Co. 
Amer, Dist, Teleg. 


wy. iP 
Gt. N. Paper (1.60) 
Gt, A. & P. Tea Pfd. (7) 


total inventory carried on the last bal- 
ance sheet being only $415,000. 

The company’s total fixed property 
investment, less reserves, is only ap- 
proximately $800,000, while cash and 
marketable securities total approxi- 
mately $2,250,000 and current liabil- 
ities are only $279,000. With facilities 
adequate and current financial position 
strong, there is every reason to expect 
that the policy of recent years in pay- 
ing out the bulk of earnings in divi- 
dends will be continued. 

At the recent market price of $26 
the $2 regular and 25 cents extra divi- 
dend on Cream of Wheat offers a yield 
of approximately 8.6%. While Quaker 
Oats is listed on the New York Curb 
Market, the most active market is in 
Chicago. The recent price of $83 offers 
a yield of nearly 5% on the regular $4 
dividend and of 8.4% if the $3 extra 
of 1931 is continued. 








Five Contenders in the Arena 
of Low-Priced Automobiles 


(Continued from page 430) 


Va. Ry. 
Wabash Ry. & Elec. Pfd, 


ist Pfd, (7) 
Young (J. 8.) (6) 
Do Pfd. (7 

line motors. Feeling the need of in- 
tegration, it entered the field of direct 
automobile manufacture last year by 
purchasing the Michigan assets of the 
defunct De Vaux-Hall Motors Corp. 
The first cars bearing the Continental 
name have now been introduced. The 
cheapest “four” carries a base price of 
$355, the lowest in the industry. 

A certain amount of interest centers 
in the novel distributing plans of Con- 
tinental. Distributing branches will be 
set up in leading cities, but in addition 
the company will attempt direct, mail- 
order sales. Moreover, there will be no 
exclusive dealer franchises. Thus, a 
dealer in medium or high-priced cars 
might have some inducement to at- 
tempt “side line” sales of the Conti- 
nental. 

With respect to these two companies, 
as well as to Chevrolet and Plymouth, 
the cards are upon the table. The 
models and prices have been presented 
to public inspection. Dealers have 
been stocked up and there is a renewed 
lull in factory operations as the test of 
actual demand this spring is awaited. 

As might be expected, however, the 
immediate interest of the industry 


centers not upon Willys-Overland or 
Continental, but upon Ford, since this 
veteran and powerful producer up to 
the present writing has not revealed 
his hand. It is known that new 
models, both a low-price “four” and a 
low-price “eight,” are in preparation 
and will soon be publicly introduced, 
The Ford resources are such that his 
competitive threat in design, manufac 
ture and selling can never be lightly 
regarded. 

The reaction of the market to his 
awaited 1933 models will necessarily 
bear very directly upon the prospective 
sales of Chevrolet and Plymouth, 
which, aside from the potential Ford 
threat, appear to be off on as good a 
start as could be expected under exist- 
ing conditions. 

The varying production records of the 
three leaders in 1932 is of interest. 
Since much of December output in the 
case of Chevrolet and Plymouth, how- 
ever, was for purpose of stocking deal 
ers rather than meeting consumer de- 
mand, a better picture can be had for 
the production figures covering the 
first eleven months of the year. Chev- 
rolet produced 314,107 cars, which was 
approximately 56 per cent of its 1931 
volume. Ford was second with 246, 
603, representing an apparent moderate 
loss in trade position and constituting 
48 per cent of the company’s 1931 vol- 
ume. Plymouth, third with 101,686, 
made relatively the best showing in 
trade position, this volume being nearly 
114 per cent of that of 1931. 

Another factor of competition, much 
of it of intra-company aspect, is that 
the price spread between low-price cars 
and cars formerly regarded as being in 
the medium-price field is probably 
narrower this year than ever before 
Half a dozen or more makers offer 
“sixes” and “eights” at base prices 
ranging from $550 to $800. 

Such favorable aspects as the picture 
possesses include the financial strength 
of the leading companies, large reduc- 
tion in operating costs and a generally 
healthy new-car inventory position on 
the part of makers and dealers. 
Despite these factors, important expan: 
sion of profit margins awaits a quite 
substantial improvement in volume. 








ers. Over a period of years this com- 
pany’s trade position has weakened. 
Over the last three years losses, includ- 
ing extraordinary chargeoffs, have ag- 
gregated $28,000,000. Net working 
capital, according to the latest available 
balance sheet, is $4,800,000 and cash 
$1,400,000. The company’s 1933 bid is 
a car of cya ree poaly in 
appearance, in the $400 field. 

The fifth contender is the Conti- 
nental Motors Corp., for many years a 
leading independent producer of gaso- 
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-ctive by THE MAGAZINE OF WALL STREET 
a on modern security trading and investing. 
oda Written in a concise, easily understand- 
exist- able manner, they give you the result of 
of the years of research and successful market 
erest. operation—the foremost tried and proven 
ee methods and the important fundamental 
deal principles which you can apply to your 
r de- individual needs. 
d for 
~ the 
Shev- (No. 1) You and Your Broker (No. 5) Financial Independence at Fifty 
pte Discusses every phase of the relationship between your Outlines successful plans for investment and semi-invest- 
1931 broker and yourself. Describes what you should watch in ment through which you may become financially independent. 
246,- entering an order, in checking statements and in attending Shows how to budget your income; to save; the kind of 
erate to routine matters on your account. insurance most profitable, etc. 
utin - ‘ 
. (No. 2) When to Gel te Assure Peale (No. 6) Necessary Business Economics for 
. VO ; . Successful Investment 
686 Goes into detail concerning the fundamental factors that S f <a i itis 
Ma affect security values. Covers explicitly the important prin- ets forth the significance of supply and demand, the effect 
i ciple neglected by many investors (who too often are only of good and bad crops, the ebb and flow of credit and similar 
early ood buyers) “When to Sell to Assure Profits.” factors which should help you to recognize and take advan- 
; tage of the trend. 
much (No. 3) How to Invest for Income and Profit (No. 7) Cardinal Investment Principles upon 
that Explains the fundamental principles essential to — which Profits Depend 
Cars investing under the new market conditions. Written during bas : a A mi 2 : : 
in the depression, it outlines the new policies and procedure Tells how to put your financial house in ordet—how to 
ig 1 Pesicctig uicaie taveriinn th. Give tanks make your plan and carry it out after it is made. Bridges 
pably eee a Ses ad = , many danger spots which otherwise could be avoided only 
fore (No. 4) How to Secure Continuous Security Pe Sony Seen. 
offer Profits in Modern Markets (No. 8) Studies in Stock Speculation 
ease: Will be especially appreciated by every businessman. investor Presents the ten cardinal principles that govern successful 
and trader—for it contains the principles upon which the trading. Expands on the various phases of speculation, illus- 
cture experts of THE MAGAZINE OF WALL STREET base their judg- trating how a knowledge of fundamental conditions, statis- 
ength ment in the selection of securities. tics and market technique may be turned to profitable account. 
duc: 
rally The entire 8 books are uniform in size and style, pro- 
n on fusely illustrated with charts, graphs and tables, replete 
alers. with practical examples and suggestions. They are all. 
cpany richly bound in dark blue flexible fabrikoid, lettered in 
quite gold, and will make a handsome addition to any library. 
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Many investors believe their securities have depreciated to such an 
extent that their only course of action is to hold and wait for recov- 
ery. However, the fallacy of this reasoning is now apparent to 
stockholders of those companies which have gone into receivership. 


That portion of their capital may never be regained. 


It is quite possible that some of the securities you are holding for 
ultimate recovery may never recover. Still you have an opportunity 
to regain your capital despite the fact that you may have a substan- 
tial loss—but only if it is reinvested in securities offering definite 
possibilities for recovery. There are currently available a number 
of well deflated securities which are in a position to double or treble 


in value with but slight improvement in business. 


If you will send us a list of your holdings for our examination we 
shall be glad to tell you how we can assist you through our person- 
alized counsel in avoiding unnecessary losses. We will also explain 
how we can help you in more speedily building up and maintaining 


the value of your invested capital, as well as your income. 


There will be no cost or obligation. The information you submit 
will be held in absolute confidence. Just send us your list, designate 
the amount of cash available for additional investment, and 


acquaint us with your investment requirements and objectives. 
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